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LIABILITY OF NATIONAL BANK DIRECTORS ATTESTING 
FALSE REPORT. 

In the decision in Chesbrough v. Woodworth recently handed down by 
the United States Supreme Court and published in this issue on a sub- 
sequent page, the directors of a national bank are held liable to a person 
for the loss which he sustained, as a result of purchasing stock in the bank 
in reliance upon its reports as to its financial condition, where it appeared 
that such reports were false and that their falsity was within the knowl- 
edge of the attesting directors. Under the National Banking Act, the 
directors of a national bank can be held personally liable in a case of this 
kind, only where they made the false report to the Comptroller with 
knowledge of its falsity. They cannot be held liable even though report 
in question was false, provided that they acted in good faith and honestly 
believed the report to be true, as, for instance, where they based their 
report upon details furnished to them by the cashier of the bank, whose 
reputation was good and as to whose honesty they had no cause for sus- 
picion. In this connection it may be said that the rule has been laid 
down by the Supreme Court that the act of national bank directors, in 
including as a part of the resources, assets which had previously been 
called to their attention by the Comptroller as doubtful, with instructions 
to immediately collect such assets or remove them from the books, is in 
fact an intentional violation of the law. Where these circumstances 
appear the directors will be held liable for a loss sustained by one who, 
in reliance upon the report, purchases stock in the bank. 


PSP SL SUSESESLESLSLA 


FORGED TREASURY DEPARTMENT DRAFT COLLECTED 
THROUGH BANK. 

On a subsequent page of this issue is published a decision involving the 
collection of a forged Treasury Department draft through a bank and the 
liability of that bank to the United States. The case is United States v. 
Chase National Bank and was recently decided by the United States 
District Court in the Southern District of New York. 

The facts disclose that Lieutenant Sumner was an officer in the United 
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States army, detailed to the Quartermaster’s Department and authorized 
as such to draw upon funds placed by the Treasury Department at his 
disposal. One Howard, a sergeant in the Quartermaster’s Department, 
had been detailed to assist Sumner and had learned his method of avail- 
ing himself of these funds. While Sumner was temporarily away upon 
leave, Howard took one of the regulation drafts of the Treasury Depart- 
ment, filled it to the order of Sumner, and forged Sumner’s name as 
drawer. Having then forged the indorsement of Sumner’s name in blank, 
he cashed the check over the counter of the Howard National Bank of 
Vermont. This bank indorsed the check to the defendant, which pre- 
sented it to the Treasurer of the United States, and collected it. How- 
ard’s forgery was soon discovered, and the plaintiff thereupon sued the 
defendant to obtain a refund of the amount so paid. 

Ordinarily where the drawee of a bill whether it be a bank, or a cor- 
poration of some other character, or an individual, pays the amount 
thereof to an innocent holder in due course, the drawee will not be 
permitted to recover the amount upon discovering that the drawer’s 
signature was forged. The reason is that the law makes it obligatory 
upon a drawee to know the signature of the drawer. If he makes a mis- 
take in this regard he must stand the consequences. Where in addition 
to a forged signature the bill also contains a forged indorsement, the 
drawee is as a general rule permitted to recover the amount paid out on 
the bill. Such a case, it is held, does not come within the rule which 
prohibits a drawee from recovering the money he has paid on a bill 
bearing a forged drawer’s signature, but within the rule which permits 
the recovery of money paid on a forged indorsement. In the case under 
discussion, however, the indorsement was immaterial for the reason that 
the draft in question was in effect payable to bearer. The Negotiable 
Instruments Law provides that an instrument is payable to bearer ‘‘when 
it is payable to the order of a fictitious or non-existing person and such 
fact was known of the person making it so payable.’”” When Howard 
made this draft payable to Sumner’s order, he knew that Sumner would 
have no interest in the draft whatever, either individually or as agent of 
the Government. In legal effect the draft was payable to a fictitious 
person and therefore payable to bearer. The writing of Sumner’s name 
on the back of the draft was immaterial so far as the Government’s right 
to recover was involved. The draft became, so far as this discussion is 
concerned, merely a bill bearing a forged drawer’s signature. For these 
reasons and under the rules stated the Government was not entitled to 
charge the collecting bank with liability. 


DISA SIS aaa 


NOTE GIVEN TO PREVENT PROSECUTION. 
It is generally a useless undertaking for a person, who has suffered a 
loss through embezzlement, to attempt to square the matter by taking 
a promissory note in return for his agreement not to prosecute the per- 
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petrator of the wrong. The reason is that in most jurisdictions such a 
note is void and may not be enforced. An illustration of this rule is 
found in Peoples Bank and Trust Company v. Floyd, an Alabama de- 
cision published on a subsequent page herein. It appeared that an em- 
ployee of the plaintiff bank absconded with some of the plaintiff’s funds. 
The plaintiff’s president caused word to be sent to the defendant, who was 
the sister of the absconding employee, asking whether she would sign 
the note in suit, to cover the defalcation. The defendant was informed 
that the bank’s president knew where her brother was and could bring 
him back and prosecute him at any time. She was also informed that 
her brother would be prosecuted unless some arrangement was made. 
As a result of this she signed the note on which this action is based. It 
was held that the note could not be enforced. 


NOTE SIGNED BY TREASURER OF CORPORATION. 


The case of Hubbard v. Syenite Trap Rock Company, recently decided 
by the Appellate Division of the New York Supreme Court, and pub- 
lished among the legal decisions in this issue, is an action upon a note 
signed in the name of a corporation and issued by its treasurer. The 
corporation defended the action on the ground that the issuance of the 
note by the treasurer was unauthorized. It seems that, in a case of this 
kind, the law is to the effect that there is no presumption of authority on 
the part of an officer of a corporation to issue negotiable paper in its 
name. In this case it appeared that the by-laws of the corporation 
declared that the treasurer should not issue notes except upon the ap- 
proval of the board of directors or the executive committee. It also 
appeared that no such approval had ever been given. It was further 
brought out, however, that no executive committee had ever been 
appointed. It was also shown that neither the board of directors nor the 
stockholders had ever held any meetings or assumed any authority over 
the affairs of the corporation prior to the time when the note in question 
was given. It further developed that all of the stock of the corporation 
was owned by one Peirce and that he had entire control of the company 
and that the note was issued by his direction. Another important in- 
stance appeared in the fact that other notes similar in character to the 
one herein involved had been previously issued by the treasurer under 
like circumstances. It was established at the trial that the proceeds of 
the note were received by the corporation. 

Under these circumstances, it was determined that it was improper 
for the trial court to hold that there was no authority on the part of the 
treasurer to issue the note. A judgment in favor of the defendant was 
accordingly reversed, and a new trial granted. 

While, in this instance, the corporation was held to be liable on the 
note, the decision brings to mind how important it is for a bank, or other 
party, who loans money on the note of a corporation, to make sure be- 
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forehand that the note is executed with proper authority and in conform- 
ity with the by-laws of the corporation. Such forethought in the matter 
of loaning on corporate paper is more than justified by the fact that it 
tends to obviate the raising of technical defenses, when the holder of the 
paper attempts to collect it. 





KOKO Ke Kt KOKO KOK G KOK 


CHECK DRAWN AGAINST INSUFFICIENT FUNDS. 


Many of the states have adopted statutes making it a crime to issue 
a check against insufficient funds. These statutes vary somewhat in 
their terminology, but they all have the same object in view, namely to 
proyide suitable penalties for frauds involving the issuance of bank 
checks, with knowledge that they will not be paid upon presentation. 
Before the adoption of these statutes in the various states, frauds of this 
character were frequently found to be unpunishable. 

From time to time questions arise as to the application of these statutes 
to particular cases. In this issue is published the decision of Hammack v. 
State, in which the Mississippi Statute and its application to a particular 
instance is discussed. 

It appeared that the defendant delivered to one Moore a check for 
$36.25, drawn on the First National Bank of Commerce of Hattiesburg, 
Miss. When the defendant delivered the check he informed Moore that 
he did not have enough money in the bank to cover it, but he stated that 
he would deposit an amount sufficient to protect it on the next day. 
The check was presented on the next day and on numerous occasions 
subsequent thereto. But on none of these occasions was there sufficient 
money on deposit to pay the check. The defendant was later indicted 
under the so-called ‘“‘bad check law’’ of Mississippi, enacted in 1916, 
which provides in part as follows: ‘‘Any person, acting for himself or 
another, who with intent to defraud shall obtain money, credit, goods, 
wares, or anything of value by means of making or drawing, or uttering 
or delivering any check, draft or order for the payment of money upon 
any bank or other depository, knowing at the time of making or drawing 
such check, draft or order, or of the uttering or delivering of same, that 
he had not sufficient funds in or credit with such bank or other depository 
for the payment of such check, draft or order in full, upon its presenta- 
tion.” 

It was held that the defendant could not be convicted under this 
statute. In its opinion the court stated: ‘The appellant perpetrated no 
fraud on Moore by giving him the check here in question; for he informed 
Moore at the time that he did not have sufficient funds in or credit with 
the bank on-which it was drawn for its payment. The wrong, if any, 
which was done Moore by appellant was, not giving him the check, but 
failing to comply with his (appellant’s) promise to deposit sufficient 
money with the bank to cover it.” 
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CHECK PAID ON FORGED SIGNATURE. 


It is a well established rule of law that a bank is bound to know its 
depositors’ signature. If it pays a check upon which the signature is 
forged, the bank pays its own money and is not permitted to charge 
the amount of the check against its depositor’s account. This rule, like 
other rules of law, has its exceptions and there are circumstances, for 
instance, where the payment is a direct result of negligence on the part 
of the depositor, under which the bank is protected in making payment. 

In this connection a rather interesting question arose in a recent 
decision of the Oklahoma Supreme Court, Maurmair v. National Bank 
of Commerce of Tulsa, which decision will be found among the legal 
decisions published in this number. The action was brought by a de- 
positor against the bank in which he kept his deposit, to recover the 
amount of a check paid by the bank, on which it was alleged the deposi- 
tor’s signature had been forged. The depositor claimed that the signa- 
tures in question had been made from a common signature, by the use 
of transfer or carbon paper, so as to obtain apparently genuine signatures 
on the checks alleged to have been forged. 

It is the function of a court to expound the principles of law to the 
jury and it is the jury’s duty to apply these principles to the facts as they 
appear. In this case the court instructed the jury that if the signatures on 
the check were obtained by third parties surreptitiously placing carbon 
sheets between a paper, on which the depositor knowingly affixed his 
signature and the checks in question, thereby obtaining carbon copies 
of the genuine signature upon said checks, the carbon signature so ob- 
tained would be binding upon the depositor. The court further instructed 
the jury that if the bank paid these checks in good faith believing the 
signatures thereon to be genuine, the depositor and not the bank would 
have to stand the loss. Under these instructions the jury brought in a 
verdict in favor of the bank. 

Upon appeal it was held that these instructions were entirely outside 
of the issues and irrevelant, for the reason that no testimony had been 
introduced tending to show that the signatures had been obtained in this 
manner. The Appellate Court determined that it had before it merely the 
case of a bank paying its depositor’s checks upon forged signatures and it 
reversed the judgment in favor of the defendant. 

Nevertheless the case brings to mind the interesting question as to 
what might be the liability of a bank in a case where signatures on checks 
are fraudulently obtained by inserting carbon sheets under a paper of 
some other character handed to the depositor and signed by him, provided 
the bank should later pay the checks in good faith. The court does not 
give any opinion as to what might be its decision in a case of this kind. 
It would seem, however, that a bank depositor who would permit such a 
trick to be played upon him would be guilty of such negligence as to pro- 

. tect the bank from liability and throw the loss upon himself. 
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BANK LIABLE WHERE DEPOSITOR IS DEFRAUDED. 


A bank is sometimes made to bear the loss which results from aswindling 
operation perpetrated upon one of its depositors. A recent Texas de- 
cision, Commonwealth National Bank v. Hawes, is illustrative of this 
class of cases. The opinion of the court will be found among the legal 
decisions published in this issue. 

It appeared that the plaintiff, Hawes, was a depositor in the defendant 
bank. A party named Weil approached the plaintiff and told him that 
one M. F. Robertson wanted to borrow some money upon good security. 
The plaintiff decided to loan $250 of the amount needed by Robertson 
and delivered to Weil his check for that amount, payable to Robertson 
and drawn on the defendant bank. Weil retained possession of certain 
notes, which he showed to the plaintiff and which he stated constituted 
security for the loan. It developed that there was no such person as 
Robertson and that this character had been created by Weil for his own 
fraudulent purposes. Weil indorsed and collected the check and appro- 
priated the proceeds. It was held that, the check having been paid on a 
forged indorsement, the defendant bank was responsible and could not be 
permitted to charge the amount against the plaintiff’s account. 

Under the Negotiable Instruments Law a check, which is payable to 
a fictitious person, is deemed to be payable to bearer. But in order for 
this rule to be applicable, it must appear that the person signing the 
check had knowledge of the fictitious character of the payee. In this 
instance the plaintiff, by whom the check was signed, was not aware of 
the fact that he was signing a check payable to a fictitious person. He 
believed that there was such a person as M. F. Robertson and that the 
money would be paid to him. Consequently the check could not be 
deemed a bearer instrument. It could not be negotiated without the 
indorsement of M. F. Robertson. So, when Weil indorsed Robertson’s 
name on the check the same constituted a forgery and a drawee bank 
which pays a check on a forged indorsement is always liable for the 
amount to the drawer, unless it appears that the loss was shown by the 
drawer’s negligence. Under this reasoning the defendant bank was 
made liable for the loss. 


XOX OK OK OK EK OK OX 


LIABILITY OF BANKING FIRM AS SURETY ON BOND. 

The case of Wexford Township v. Seeley, recently decided by the 
Supreme Court of Michigan and published among the legal decisions in 
this issue, raises a question as to the authority of a private banking 
firm to become liable as surety on the official bond of a township trea- 
surer. ; 

The action was brought by the township to recover the amount of 
a shortage in the treasurer’s accounts and two of the defendants were 
members of a private banking firm, by which the bond in question had 
been signed. It appeared that during the absence of the managing - 
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partner of the firm, the assistant cashier signed the firm’s name as surety 
on the bond, under an agreement that, in return for this accomodation, 
the township would deposit a portion of its funds with the firm. After 
signing the bond the assistant cashier wrote to the managing partner and 
told him about it. When the managing partner returned he raised no 
objection to the arrangement into which the assistant cashier had 
entered. Furthermore, this partner personally received deposits of 
township funds which were made pursuant to the assistant cashier’s 
agreement. It was held that, although the assistant cashier had no 
authority to bind the firm in the first instance, the acceptance of the 
township money on deposit constituted a ratification of the assistant 
cashier’s act. It was further held that the transaction was within the 
scope of the partnership business. It was accordingly decided that the 
firm was responsible on its contract of suretyship. 


PSL SE SESE SESE SL SLA 


BANK LIABLE TO FRATERNAL ORGANIZATION. 


The story of how a bank was required to make good the sum of $2,000, 
the amount of a draft on the bank fraudulently procured from a fraternal 
organization by one of its officers, is told in the case of Grand Lodge of 
Kansas, A. O. U. W. v. Emporia National Bank, recently decided by 
the Supreme Court of Kansas and reported in 165 Pacific Reporter at 
page 490. 

The plaintiff was a fraternal beneficiary organization and had a 
local lodge in Atchison, Kan., known as Mulford Lodge, No. 137, of 
which M. M. Mishler was an officer. He did practically all of the cor- 
respondence and most of the business for the lodge. Through an 
application and other papers forged by Mishler, the name ‘Edward B. 
Evans” was placed on the records of the plaintiff Grand Lodge as a 
member of Mulford Lodge, No. 137, and a beneficiary certificate for 
$2,000 was issued to him, payable, in case of his death, to “Alice Evans, 
his wife.”” No such persons were known to exist. A few months 
afterward Mishler forged and sent to the Grand Lodge proofs of death 
of Edward B. Evans. The Grand Lodge approved the proofs and 
issued an order on its depositary, defendant the Emporia National 
Bank, payable “to the order of Alice Evans (wife) of Brother Edward 
B. Evans, deceased, late a member of Mulford Lodge, No. 137, located 
at Atchison, Kansas.’”’ The indorsement of the name “Alice Evans” 
was as follows: “Alice Evans, wife of Brother Edward B. Evans, late 
member of M. Lodge, No. 137, Atchison, Kansas.” Mishler presented 
the order to a bank in Excelsior Springs, Mo., indorsed his name thereon, 
and afterward received the $2,000 from the Missouri bank. In regular 
course of business, the order reached the Emporia National Bank and 
was paid by it. All signatures to every document necessary to get the 
name “Edward B. Evans’’ on the books of the Grand Lodge as a bene- 
ficiary member, and necessary to procure the order for the payment of 
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the money to “Alice Evans,” were forged by Mishler. This was one 
of a series of forgeries committed by him. 

In holding that the defendant bank would have to bear the loss, the 
court said: 

“The defendant contends that there was no evidence to show that the 
indorsement of the name ‘Alice Evans’ on the order was forged. All 
signatures on all other documents connected with the purported mem- 
bership of Edward B. Evans in the lodge, and with the proof of his death, 
were forged by Mishler. From-the evidence, it must be concluded 
that there was no living person known to the lodge by the name either 
of Edward B. Evans or of Alice Evans. If Mishler did not sign the 
name ‘Alice Evans’ on the order delivered to him, he procured some 
unknown person to do so. That person was not known to the lodge as 
Alice Evans. If the name of that person was Alice Evans, she was not 
the person to whom the order was intended to be delivered. Viewed 
from every possible angle, the evidence conclusively showed that the 
order was not indorsed by the person to whom it was intended to be 
delivered, and that the name ‘Alice Evans’ was forged on the back of the 
order, either by Mishler or by some one at his request.” 

It was contended, in behalf of the bank, that the draft was payable 
to a fictitious person and, therefore, in effect, payable to bearer; if this 
contention were sound, then the indorsement,on the back of the draft 
would be entirely immaterial and the bank would not be in the position 
of having paid the draft on a forged indorsement. But the trouble with 
this contention was that, an instrument of this kind is regarded as 
payable to bearer, only when the fictitious character of the payee is 
known to the person signing the instrument. 

In answer to this proposition, the Court said: 

“The Grand Lodge did not know that Alice Evans was a fictitious 
person. It supposed that she was an existing person, and issued the 
order to that person. When a negotiable instrument is knowingly 
issued to a fictitious person, it is payable to bearer, because there is no 
one to indorse it; but when such an instrument is issued to a person 
supposed to be in existence, it is not knowingly issued to a fictitious 
person. When the instrument is not knowingly issued to a fictitious 
person, it must be indorsed by the person to whom it is issued. The 
order issued to ‘Alice Evans’ was not payable to bearer.” 





This Department embraces all the newly-decided cases of importance to 
bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 


LIABILITY OF NATIONAL BANK DIRECTORS 
ATTESTING FALSE REPORTS. 


Chesbrough v. Woodworth, U. S. Supreme Court, May 21, 1917. 387 Sup. Ct. Rep. 579. 


The directors of a national bank, who knowingly attest false 
reports of the bank’s financial condition made to the Comptroller 
of the Currency as required by the United States Revised Statutes, 
are personally liable for the loss sustained by a person who pur- 
chases stock in the bank in reliance on the reports. 


In error to the United States Circuit Court of Appeals for the Sixth 
Circuit to review a judgment which, on a second writ of error, affirmed, 
after a remission of a portion of the damages, a judgment of the District 
Court for the Eastern District of Michigan, holding certain directors in 
a national bank liable in damages to one who had purchased stock in 
the bank in reliance upon false reports of the bank's financial condition, 
attested by such directors. Affirmed. 

Mr. Justice McKenna delivered the opinion of the court: 

Action in ten counts charging plaintiff in error and one Joseph W. 
McGraw with violating the National Bank Act, and alleging damages 
resulting to defendant in error therefrom. 

In description of the parties we shall designate them respectively as 
plaintiff and defendants. 

In all the counts defendant Chesbrough and McGraw are alleged to 
have been at certain dates directors of the Old Second National Bank, 
a national banking corporation organized and doing business under the 
National Bank Act of 1864 (13 Stat. at L. 99, chap. 106, Comp. Stat. 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §350. 
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1916, § 495), and the amendments thereto, and having its office in the 
city of Bay City, Michigan. 

The following violations of the act are charged: (1) Signing, attest- 
ing, and permittng and assenting to the publication of, a report of the 
conditions of the bank required to be made by U. S. Rev. Stat. §5211, 
Comp. Stat. 1916, §9774, of such act, which report was false. (2, 3, 
4,5.) The Comptroller of the Currency having made a requisition upon 
the bank for a report of the resources and liabilities of the bank upon a 
day specified, as required by the act, the defendants permitted and 
assented to a violation of the act by signing, attesting, and permitting 
and assenting to the publication of, a false report of the resources and 
liabilities of the bank and its condition at the close of business of such 
day. (6, 7, 8.) Violation of the act in that defendants and each of 
them permitted and assented’ to the declaration of the semiannual 
dividend, being payable December 1, 1902, knowing that it would 
necessarily be paid out of the capital stock of the bank, and not out of 
net profits, and knowing that losses had theretofore been sustained equal 
to or exceeding the undivided profits then on hand, and that the sums so . 
declared as dividends exceeded the profits then on hand, after deducting 
therefrom losses and bad debts. (9) Defendants knowingly violated 
and permitted and assented to the violation of the act (U. S. Rev. Stat. 
§5200, Comp. Stat. 1916, §9761) in that they knowingly participated 
in, permitted, and assented to the creation of, certain liabilities to the 
bank, and knowingly permitted and assented to the continuance of the 
liabilities and the carrying of the same among the loans and discounts 
of the bank after defendants and each of them had knowledge of the 
nature and character of the liabilities, and that they had been created 
and were being carried in violation of the act. The liabilities are set 
out. (10) Violations of the act (U. S. Rev. Stat. §§ 5199, 5200, 5204, 
5211, 5239, Comp. Stat. 1916, §§ 9760, 9761, 9766, 9774, 9831), being 
portions of a general design and conspiracy on the part of the defendants 
to deceive the public, including plaintiff, for the purpose of giving the 
stock of the bank a fictitious market value and enabling each of the 
defendants and his relatives and friends to dispose of certain shares of 
the stock then and there held by them at a price exceeding the value of 
the stock. 

In each count damage is alleged to have been caused to plaintiff, he 
having purchased stock upon the faith of the action of defendants. 
The total amount of damage is alleged to be $35,000. 

Plaintiff in error Chesbrough (the case is here on his writ of error, 
McGraw not having joined) filed a demurrer to the declaration, which 
was overruled. He then filed several pleas, one of which alleged that 
he was not guilty of the wrongs and injuries complained of, and gave 
notice that under the latter he would “insist (upon) and give in evidence”’ 
certain matters of defense. 

The case was tried to a jury. The 3d, 6th, 7th, 8th, 9th, and part of 
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the 10th counts were withdrawn from their consideration. A verdict 
was returned for plaintiff in the sum of $22,662.98, upon which judgment 
was entered. It was affirmed by the court of appeals. 137 C. C. A. 
482, 221 Fed. 912. 

This case had once before been to the circuit court of appeals, where 
its facts were reviewed, and we may refer to the report of the case for 
them. 116 C. C. A. 465, 195 Fed. 875. 

It there appears that in October, 1902, the bank reported a capital 
of $200,000, a surplus of $75,000, and undivided profits of $27,000. Its 
total loans and discounts were about $100,000. 

On October 3, 1902, the bank held as loans (so considered by the court 
and the Comptroller of the Currency) the paper of the Maltby Lumber 
Company to the amount of $402,000, which had accumulated under the 
personal direction of the then president and practical manager of the 
bank. The Comptroller required that the loan be reduced to the per- 
mitted 10 per cent. The Comptroller’s letter was presented to the 
board. Inquiry during the next few weeks developed the general 
character of the Maltby paper and that most of it was not drawn against 
any real debt, and in fact represented no liability, except Mrs. Maltby’s. 
Its net worth, shown by a statement of Maltby, who was called before 
the board, was about $188,000, but there were many suspicious circum- 
stances about the inventory, and it did not appear how much of this 
primary liability to the bank was included among the debts. There 
was subsequently liquidation of the Maltby Company’s affairs, and as 
it proceeded the bank charged off successive amounts of the Maltby 
paper. In this way the total loss charged off prior to the trial of the 
cause (first trial) was $223,000. A comparatively small amount re- 
mained uncollected and not charged off. A generally similar situation 
existed as to another line of paper, of one Brotherton, upon which $47,000 
had been written off as worthless before April, 1909. The shares of 
stock were $100 par value, and the writing off of these two items caused 
a loss in book value of $135 per share. 

The defendants had been two of the directors for many years, during 
which time reports to the Comptroller were frequently made and pub- 
lished, as required by the statute, and as called for by him, and continu- 
ously until 1904 the entire Maltby line was carried at its face in the 
“loans and discounts,” and was reported as part of the bank’s assets. 
Plaintiff, at various dates from March to December, 1903, bought the 
bank stock at its supposed market value, averaging about $151 per 
share, and aggregating $15,000 par and $23,400 purchase price. 

The case went to trial to a jury. Certain counts were withdrawn, 
and upon those submitted a verdict was returned and judgment entered 
upon it for the amounts plaintiff had paid for his stock, less its then book 
value, after deducting its pro rata share of the actual loss written off on 
account of the Maltby and Brotherton paper, with interest,—an average 
total of $167 per share. 
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The following were the rulings of the court: 

The general demurrer was rightly overruled. The making and 
publishing of the reports are not merely for the information of the Comp- 
troller, but are to guide the public, and he who buys stock in a bank in 
reliance upon the reports has a right of action under § 5239, Rev. Stat. 
(Comp. Stat. 1916, § 9831), against any officer or director who, knowing 
its falsity, authorizes such report. “The one suffering such damages 
is within the statutory description ‘any other person.’’’ The conclusion 
was deduced from Yates v. Jones Nat. Bank, 206 U. S. 158, 51 L. ed. 
1002, 27 Sup. Ct. Rep. 638, and Yates v. Utica Bank, 206 U. S. 181, 
51 L. ed. 1015, 27 Sup. Ct. Rep. 646, and other cases in the state and 
Federal courts. 

The damages in such a case are personal to the plaintiff. He sues 
in his own right, not for the association. 

Such action involves no direct showing of negligence; the sole 
primary issue is whether defendants caused or permitted to be made a 
statement of the bank’s condition upon which statement plaintiff relied 
to his injury, and which statement defendants knew was materially 
false. And in the trial of this issue the detailed history of the entire 
transaction is admissible as tending to show whether the loans were in 
fact bad and whether defendants knew that fact. This scienter is the 
material condition, and plaintiff can select one of the directors as sole de- 
fendant, or join others with him. 

Considering the evidence, the court concluded that it justified a 
finding of liability against the defendants, but not to the extent of the 
judgment. The court was of opinion that the basis of loss to the bank, 
that is, the amount which should have been charged off, was taken in 
the verdict and judgment at the sum of $223,000, and should not have 
been greater than $135,000, excluding entirely, as not sustained by the 
evidence, the Brotherton debts. The court, therefore, reversed the 
judgment and remanded the case for a new trial. 

Plaintiff moved to modify the opinion and judgment in such manner 
as to permit him to remit such part of it as the court thought was not 
supported by the evidence, and that, as modified, the judgment be af- 
firmed. The motion was denied. 

The second trial resulted again, as we have said, in a verdict and judg- 
ment for plaintiff. In reaching them a basis beyond $135,000 was taken, 
and the circuit court of appeals held this was error, but gave to plaintiff 
permission to file within thirty days from the filing of the opinion in the 
trial court a written election to reduce the judgment by the sum in 
which it exceeded the $135,000 basis. 

This was done, and judgment entered accordingly. 

The case on the facts involves two simple propositions,—the scienter 
of defendant when he attested the report to the Comptroller and the 
circumstances under which two dividends were declared. Upon these 
propositions twice have juries held against defendant and twice has the 
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circuit court of appeals held that there was sufficient evidence to sustain 
their verdicts, modifying only as to certain items of damages. In 
consideration of our reviewing power, and without reciting the testimony, 
it is enough to say that the findings on these propositions have substan- 
tial evidence to support them. 

Judgment affirmed. 


CHATTEL MORTGAGE OF STOCK OF GOODS. 








Farmers State Bank v. Kirkland, Supreme Court of Alabama, May 17, 1917. 75 So. Rep. 894. 





Where a mortgagor of a stock of merchandise is expressly or 
impliedly given authority to continue in business, necessarily dis- 
posing of goods from time to time, the mortgage is void as to the 
mortgagor’s present and subsequent creditors. 

Appeal from Chancery Court, Henry County; O. S. Lewis, Chancellor. 

Bill by the Farmers’ State Bank against Kirkland & Brackin and 
others. Decree sustaining claim of precedence of defendant F. Mayer 
Boot & Shoe Company, and plaintiff appeals. Affirmed. 

Farmer & Farmer, of Dothan for appellant. J. L. Pollard, of Abbe- 
ville, and Hill & Thigpen, of Dothan, for appellees. 

McCLeELian, J. The original bill was filed by the Farmers’ State 
Bank, as mortgagee of E. E. Kirkland and H. L. Brackin, constituting 
the firm styled Kirkland & Brackin, against them and H. C. Price and 
F. Mayer Boot & Shoe Company, a corporation. The bill sought the 
foreclosure of its mortgages, the appointment of a receiver of the prop- 
erty of the insolvent mortgagors, and the administration of the properties 
of the estate to the end that those entitled and as entitled thereto might 
have their rights ascertained, determined, and satisfied therefrom. The 
Mayer Company was averred to be a judgment creditor; a certified copy 
thereof together with a certification of its recordation in the office of 
the judge of probate of Henry county being exhibited with the bill. 
The prayer of the original bill contained this: 


‘* * * That the said mortgage of complainant be foreclosed, and 
the property embraced in it be sold for the satisfaction of said mortgage 
debt, with attorney’s fees added thereto, and that a reference be held 
by the register to ascertain the amount due on said mortgage to com- 
plainant and to said H. C. Price for rent, and to F. Mayer Boot & Shoe 
Company under its said execution, and the proceeds of sale of said 
property be paid out of this court according to the equities and respective 
rights of all the parties thereto. * * 


To the bill the Mayer Company filed an ‘“‘answer’’ wherein it set up 
its judgment as ‘‘a valid lien against the estate of Kirkland & Brackin 
which” it alleged was “‘superior to the lien’’ of the complainant, and 
concluded its response to the bill with this prayer: 

‘“‘Wherefore, premises considered, the respondents F. Mayer Boot & 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §287. 
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Shoe Company pray that upon the consideration of said cause the court 
will make a decree declaring that the F. Mayer Boot & Shoe 
Company have a superior lien to complainants on the estate 
of the said Kirkland & Brackin and ordering that so much of the 
proceeds of said estate as may be necessary be subjected to the payment 
of their said judgment.” 

There was no pleading or response by any party to the ‘‘answer” of 
the Mayer Company. 

Before final submission of the cause to the chancellor and after testi- 
mony taken, all of the persons (some were not parties to the cause) 
interested in the estate over and to which the court and its receivers had 
extended the court’s jurisdiction and possessory controlling powers, 
except the Mayer Company, executed and filed in the court an agree- 
ment wherein their respective claims and their amounts were fixed and 
stipulated. The instrument provided: 

“This settles every element of litigation between all the parties to 
this cause, except between Farmers’ State Bank and F..Mayer Boot & 
Shoe Company; and whatever sum the chancellor shall award to said 
F. Mayer Boot & Shoe Company, if any, shall be paid by the said 
Farmers’ State Bank. This entire litigation is settled between all the 
part’es to it, except the question between the said Farmers’ State Bank 
and F. Mayer Boot & Shoe Company; and a decree shall be written upon 
this agreement and rendered by the court, and as soon as such decree is 
rendered the foregoing sums shall be paid out.” 

The decree consequent upon the submission sustained the Mayer 
Company’s claim of precedence over the claim of the complainant- 
mortgagee, and directed the payment of the sum so found due the Mayer 
Company out of the amount awarded by or under the agreement to 
the Farmers’ State Bank, viz. $1,908, according to the pertinent terms 
of the agreement before quoted. 

The chancellor entertained the opinion that the evidence was not suf- 
ficiently convincing to justify the conclusion that any definite part of 
the property in the firm’s storehouse when the receivers took possession 
was that constituting, in part, the property bought by Kirkland & 
Brackin from the Farmers’ Union Meréantile Company; and he there- 
fore properly applied the doctrine of Gillespie v. McClesky, 160 Ala. 
289, 49 South. 362, correctly summarized in the ninth headnote, which 
reads: 

“Where a mortgage is taken on a stock of merchandise with the under- 
standing either express or implied that the mortgagor is to continue in 
business in charge of the stock necessarily disposing of goods from time 
to time, such mortgage is fraudulent and void as to present and subse- 
quent creditors of the mortgagor.” 

If the proof had justified a different conclusion, the doctrine of Card 
Lumber Co. v. Ozement, 187 Ala. 237, 241, 242, 65 South. 792, and 
authorities there noted would have had application. 

The insistence for error is not sustained. The decree must be affirmed. 

Affirmed. 


ee 
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NOTE GIVEN TO AVOID PROSECUTION FOR 
EMBEZZLEMENT. 


Peoples Bank & Trust Company v. Floyd, Supreme Court of Alabama, May 17,1917. 75 So. Rep. 940. 


The defendant signed and delivered to the plaintiff bank a 
promissory note in consideration of an agreement by the plaintiff's 
officers not to prosecute the defendant’s brother criminally on a 
charge of embezzlement. It was held that the consideration was 
illegal and that the note could not be enforced against the defendant. 

Appeal from Circuit Court, Wilcox County; B. M. Miller, Judge. 

Action by the People’s Bank & Trust Company against Matelyn F. 
Floyd. From a judgment in favor of defendant, plaintiff appeals. 
Affirmed. 

Keith & Wilkinson, of Selma, for appellant. Bonner & Miller, of 
Camden, for appellee. 

SayRE, J. Appellant sued appellee on the latter’s promissory note. 
Appellee pleaded that the note was based in whole or in part upon the 
unlawful consideration of appellant’s promise to abstain from a criminal 
prosecution of appellee’s brother, who—all parties seem to agree—had 
absconded after embezzling a large sum of money, the property of ap- 
pellant, his employer. 

It was competent to show the consideration of the note in suit by parol 
evidence. Folmar v. Siler, 132 Ala. 297, 31 South. 719. And if the 
facts alleged in defense were established by the proof, appellant could 
not recover. U. S. Fidelity & Guaranty Co. v. Charles, 131 Ala. 658, 
31 South. 558, 57 L. R. A. 212; Folmar v. Siler, supra. 

Such being the law and the issue before the court on the trial of this 
cause, appellee was allowed to adduce evidence going to show that at a 
conference between the managing officers of the payee bank, appellant, 
and certain persons, brothers alike of appellee and the absconding 
employe, one of the officers of the bank, its president, requested one of 
the brothers to write to appellee and ask whether she would sign the 
note in suit, appellant’s president saying that he knew where the brother 
was and could at any time bring him back and prosecute him, that he 
would bring him back unless some arrangement was made, and that, 
if the note in suit, along with others to be signed by the brothers, were 
given, he could assure them, the brothers, that the bank would go no 
further in the matter. 

It is clear that this evidence, and every separate part of it, in connec- 
tion with other evidence going to show that the result,of the conference 
had been communicated by one of the brothers who wrote to appellee, 
in substance, that her absconding brother would be,brought back, tried 
and convicted, unless she signed the note, was relevant and competent 
as tending to bring the note in question within the influence of the de- 
cisions supra, and upon this status of relevancy and competency we 

NOTE.—For other similar decisions see Banking LawgJournal Digest and 
Supplement §134. 
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cannot see that the absence of appellee from the conference—she lived 
in Mississippi—had any invalidating effect, seeing that its purpose and 
result were communicated to her, and that thereupon she executed the 
note in suit. On these facts, or this evidence of facts, the jury might 
properly base a finding that appellee had executed and appellant had 
accepted the note with the mutual understanding that it was given in 
consideration of a promise by appellant to abstain from a prosecution, 
which would otherwise be put on foot, against appellee’s brother for a 
high crime committed by him. If so, the note was without the pale of law. 

Upon further proof that on the night following the communication by 
letter to her of the result of the conference one of the brothers talked 
with appellee by telephone about the matter of the letter, it was proper 
to show by the brother engaged in the conversation that she was crying— 
this, as tending to prove her understanding of the seriousness of the situ- 
ation and so the real consideration upon which she executed the note. 
This evidence may have been of little value, but its weight was for the 
jury, and its competence as a part of theres gestae of a communication 
with her in the course of the negotiation of the note in suit, seems beyond 
question. 

So, it was proper to prove that the subject of the absconding brother’s 
defalcation had not been brought to the attention of the grand jury or 
the prosecuting officer of the county. Of course this may have resulted 
from many causes other than that appellant had promised not to prose- 
cute; but still people are rather prone to resort to the criminal law in 
such cases—it may be their duty—and the proof in question afforded 
an inference, of very slight value, it may be conceded, that a different 
course in this instance may have had a consequential relation with the 
promise alleged. 

The foregoing disposes of all the assignments of error touched upon 
in the brief. 

Affirmed. 


NOTE DELIVERED FOR PURPOSE OF MAKING UP 
IMPAIRED CAPITAL OF BANK. 


Bank of Tallassee v. Jordan, Supreme Court of Alabama, May 17, 1917. 75 So. Rep. 930. 


The defendant, who was a stockholder in a savings bank, signed 
a note payable to the bank for the purpose of making up its capital 
which had become impaired, on condition that all stockholders in 
the bank contribute proportionately. Some of the other stockholders 
failed to contribute. It was held that the defendant was not liable 
on her note. 


Appeal from City Court of Montgomery; Gaston Gunter, Judge. 

Action by the Bank of Tallassee against Mrs. M. R. Jordan. Froma 
judgment for defendant, plaintiff appeals. Transferred from Court of 
Appeals under section 6, Acts 1911, p. 449. Affirmed. 


NOTE.—For other similar decisions see Banking Law Journal Digest §136. 
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Rushton, Williams & Crenshaw, of Montgomery, for appellant. W. 
A. Jordan and Ball & Samford, all of Montgomery, for appellee. 

McCLELLAN, J. This is an action on a note, executed by Mrs. M. 
R. Jordan to the People’s Savings Bank of Tallassee. The state super- 
intendent of banks found that the capital stock of the bank had become 
impaired; and, so advising some of the stockholders, directed that the 
loss must be repaired, else the bank would be closed. The defendant 
was the owner of 20 fully paid-up shares of the capital stock. At an 
informal conference of stockholders owning a majority of the capital 
stock it was thought desirable that all stockholders should pay in to the 
bank a sum equal to 333 per centum of their respective share values at 
par. This conclusion, as well as the reason for it, was reported by one 
of the stockholders attending the conference to Mrs. Jordan, who was 
not present thereat; and an already written note was presented for her 
signature. While the testimony does not disclose that she explicitly 
stipulated for a conditional delivery of the note which she signed, a 
condition based upon the act of all the stockholders in paying sums 
proportioned to 33} per centum of their respective share values at par, 
yet the evidence bearing upon the issue of conditional delivery vel non 
of the note by Mrs. Jordan entirely justified the trial court in concluding 
that such, in legal effect, was the stipulation she made when she signed 
the note and surrendered the possession thereof that it might be carried 
to the payee, the savings bank. The conditional delivery of a note 
renders it ineffectual as a binding promise to pay until the event, upon 
which the condition is based, is met, unless it is transferred to a bona 
fide holder in due course. Code, §4973; Sharp v. Allgood, 100 Ala. 
183, 14 South. 16; Stone v. Goldberg, 6 Ala. App. 249, 60 South. 744; 
McClure v. Colclough, 5 Ala. 65. 

To attribute to the evidence bearing on this issue the effect of merely 
showing a promise—and defendant's reliance thereon—that all the stock- 
holders would contribute in the stated proportion to repair the loss in 
the capital stock would require an unreasonably strained interpretation 
of the terms and expressions used by Mr. Storrs and Mrs. Jordan at the 
time she signed the instrument sued on. From the evidence, it is quite 
clear that Mrs. Jordan refused to make the contribution and to sign the 
paper then tendered to her for signature unless all the stockholders made 
contributions in like proportion, and that her yielding and action in 
signing the note and in delivering it to Mr. Storrs was alone caused by 
her reliance upon the fact of their contributing, and not upon any one’s 
promise that they would contribute. There was no error in the finding 
upon this issue that the delivery of the note was contingent, condi- 
tional. And, since all the stockholders did not contribute as the condi- 
tion contemplated, the necessary consequence was that no recovery was 
due the plaintiff unless it was a ‘‘holder in due course’’ of the note sued 
on. The plaintiff, the Bank of Tallassee, took over the affairs of the 
People’s Savings Bank under a written agreement the presently import- 
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ant features of which will be indicated. The plaintiff assumed, agreed 
to pay off all of the liabilities of the savings bank, ‘‘except the capital 
thereof, including all deposits, special deposits, general deposits of 
depositors and overdrafts, bills payable and all other liabilities of the 
said People’s Savings Bank.” The plaintiff bound itself to use— 
“fall diligence in the management of the assets of the said People’s 
Savings Bank of Tallassee, so purchased by it, and to collect all bills 
receivable and other evidence of debt as fast as it is consistent with good 
business, at their face value, unless it becomes necessary to make com- 
promise settlement of any note, mortgage account or other evidence of 
debt. The said the Bank of Tallassee shall reimburse itself out of moneys 
collected from said assets for all amounts paid out by it by reason of 
having assumed the deposits account and liabilities of the said People’s 
Savings Bank. 

“It is further agreed by and between the parties hereto that the said 
the Bank of Tallassee shall render an accounting and make a partial 
settlement with the People’s Savings Bank of Tallassee twelve months 
from the date hereof, and all moneys collected over and above the 
liabilities of the said People’s Savings Bank of Tallassee by the Bank of 
Tallassee shall be paid over to the said People’s Savings Bank of Tal- 
lassee; and the said the Bank of Tallassee shall render an accounting and 
make a final settlement with the said People’s Savings Bank of Tallassee 
two years from the date hereof, and all moneys and assets collected over 
and above the liabilities assumed and paid off by the said the Bank of 
Tallassee shall be paid over to the said People’s Savings Bank. 

“It is further agreed and understood that the books themselves of the 
People’s Savings Bank of Tallassee have not been sold and delivered to 
the said Bank of Tallassee, but the said the Bank of Tallassee shall 
have use of same, for the purpose of facilitating its work in the collection 
of the assets and bills receivable of the said People’s Savings Bank, and 
the said the Bank of Tallassee does hereby agree to keep and preserve 
said books with all due diligence, in its vault at Tallassee, Ala., and to 
return the same to the People’s Savings Bank on the day of the final 
settlement in like order and condition, the natural wear and tear from 
the use excepted.” 

The agreement between the savings bank and the plaintiff bank does 
- not disclose an unconditional purchase of this note for value. It appears 
from the writing that the plaintiff was to take charge of the obligations 
payable to the savings bank and employ proper diligence in collecting 
them and to devote the proceeds of such collections to the reimburse- 
ment of the plaintiff for the sum or sums it (plaintiff) had paid out “by 
reason of having assumed the deposit account and liabilities of the said 
People’s Savings Bank’’; and, if the plaintiff was thus reimbursed, the 
plaintiff was obliged to pay to the savings bank the excess. The un- 
qualified indorsement of this note by the payee therein, the People’s 
Savings Bank—even though made previous to the taking over of the 
payee’s affairs by the plaintiff in order to afford collateral for a loan by a 
New York bank to the savings bank—did not affect to alter the status 
created by the written agreement executed by the payee bank and the 
plaintiff bank. If the substance of this written agreement had been in 
fact indorsed upon the back of this note, the result would have been to 
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constitute a restrictive or conditional indorsement. Code, §§ 4987, 
4988, 4991, 4992; 2 Daniel’s Neg. Inst. §§ 698, 698a, 698b, 698c, 698d, 
699. As between the plaintiff bank and the savings bank the fact that 
the plaintiff’s right to and possession of the note was defined by their 
written agreement, rather than through the means of an indorsement, 
to the same end, on the back of the note, could make no material difference 
in the character and quality of the plaintiff as a holder ofthisnote. The 
manifest effect of the agreement, as between these banks, was to restrict 
the negotiability of this note. Under the agreement the only thing the 
plaintiff could do was to collect, or to compromise in a proper case, the 
note. Succeeding to the possession and rights contemplated by the 
agreement, the plaintiff could not be a holder in due course, as that char- 
acter of holder is defined in Code, § 5007. A like conclusion from an 
agreement of similar, though of not so distinct a nature, was reached in 
Paulson v. Boyd, 137 Wis. 241, 249, 250, 118 N. W. 841. It was there 
held that, since “the condition of the transfer’’ was that “the new bank 
assume the liabilities of the private bank in consideration of the transfer 
of its assets to the new bank,” the legal result was that the— 


“new bank received the assets charged with the conditions with which 
they were subject in the hands of the private bank, and constituted 
(constitutes) an express assumption of all defenses to which they were 
subject in the hands of the former owner.”’ 


Here, the plaintiff accepted an assignment or transfer of the assets 
for a particular purpose defined in the written agreement executed by 
the two banking concerns, which purpose affirmatively excluded the 
idea that the plaintiff became invested with the general unrestricted 
property in this note. The trial court correctly permitted the defendant 
to assert her defense that the delivery of this note was conditional only; 
and, since the condition prescribed was not met, the court’s further con- 
clusion that the plaintiff was not entitled to recovery was not laid in 
error. 


Affirmed. 
CHECK PAID ON FORGED SIGNATURE. 


Maurmair v. National Bank of Commerce of Tulsa, Supreme Court of Oklahoma, May 15, 1917, 165 
Pac. Rep. 413. 


A bank, which pays a check upon a forgery of its depositor’s 
signature, cannot charge the amount against the account of the 
depositor. 


Error from Superior Court, Tulsa County; M. A. Breckenridge, Judge. 

Action by Louis Maurmair against the National Bank of Commerce 
of Tulsa, Oklahoma. Judgment for defendant, and plaintiff brings 
error. Reversed and remanded. 

Former opinion (158 Pac. 349) withdrawn. 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §190. 
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Sherman, Veasey & O’Meara, of Tulsa, for plaintiff in error. Ran- 
dolph, Haver & Shirk, of Tulsa, for defendant inerror. J. R. Cottingham 
and S. W. Hayes, both of Oklahoma City, amici curiae. 

SHarp, C. J. This action was brought by Louis Maurmair to recover 
$1,170.30 from the National Bank of Commerce of Tulsa, Okl.; it being 
alleged that plaintiff deposited such sum in the bank and the bank re- 
fused to pay the same upon demand. An answer was filed charging 
payment, except the sum of $130.30, which it was alleged was on deposit 
in defendant bank subject to plaintiff's check. Plaintiff replied by 
general denial. 

The question presented at the trial related to the payment of three 
checks of $90, $440, and $510, which were paid by the bank, and the 
signatures to which the plaintiff claimed were forgeries. The primary 
issue before the trial court was whether the signatures were genuine or 
forgeries. There was no claim either by plaintiff or defendant that the 
signatures were obtained by fraud or trick practiced upon the plaintiff, 
and no evidence to support such a claim. A witness for the plaintiff 
sought to show the signatures to have been made from a common sig- 
nature by tracing over plaintiff’s signature, using transfer or carbon 
paper, so as to obtain his apparent signatures on the checks alleged to 
be forgeries. By instruction No. 6, which the court gave to the jury 
over plaintiff's objection, the law was said to be that if the signatures 
to the checks for $400 and $510 were made by plaintiff, either by 
directly affixing his signature thereto or by affixing his signa- 
ture thereto without his knowledge or consent by means of a 
a deception practiced upon him, by third parties placing carbon 
papers between the paper on which he knowingly affixed his original 
signature and the checks thereunder, thereby obtaining carbon copies 
of his original signature, such copies of his signature would be con- 
sidered as his original signature, binding upon him; and, further, that 
if the bank paid such checks in good faith, believing the signatures 
thereto were genuine, the plaintiff would not be allowed to recover 
thereon. The instruction is outside of the issues framed by the pleadings 
and is not authorized by the evidence. Throughout the trial, plaintiff 
testified that the signatures were not his. Southwell, the handwriting 
expert, expressed the opinion that the signatures were not genuine, but 
had been made by the use of Maurmair’s signature upon some piece of 
paper and the genuine signature, thus secured, used in imprinting his 
signature upon the checks by the use of carbon sheets. We find no 
testimony in the record that the signature to the checks was made 
by the plaintiff, either by the intentional or unintentional use 
of carbon sheets. On the other hand, the testimony was to the 
effect that plaintiff had never used carbon paper in his check book, or 
in any otherwise. In short, there was no evidence to support the con- 
tention that plaintiff’s signatures to the checks were affixed thereto by 
means of imposition practiced upon him by a third party placing a 
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carbon paper under some other paper “on which he knowingly affixed 
his original signature.” The evidence on the part of the bank was that 
the signatures to the three controverted checks were the genuine sig- 
natures of the plaintiff. 

Obviously, therefore, there is no basis for the instruction complained 
of; it is wholly outside the issues and without evidence to authorize its 
submission. The plaintiff, as the bank’s creditor, sued to recover for 
the amount of his deposit; the bank answered pleading payment except 
as to the sum of $130.30, then on deposit. Plaintiff replied denying 
that his deposit had been paid him. The burden was then upon the 
bank to prove payment. This it sought to do by showing that the 
checks drawn by Maurmair were his genuine checks; not that, because of 
plaintiff’s negligence in and about the making of the checks, he waS 
estopped from urging payment thereto. No question of negligence was 
raised by the pleadings, nor was it claimed by the bank that the plain- 
tiff was precluded from setting up his claim of forgery because of any 
conduct on his part that would estop him from asserting his right to 
payment. 

Furthermore, the instruction is opposed to section 4073, Revised Laws 
1910, which provides: 


“Where a signature is forged or made without authority of the person 
whose signature it purports to be, it is wholly inoperative, and no right 


to retain the instrument or to give a discharge therefor, or to enforce 
payment thereof against any party thereto, can be acquired through or 
under such signature, unless the party, against whom it is sought to 
enforce such right, is precluded from setting up the forgery or want of 
authority.” 

A bank is bound to know the signatures of its depositors. 

If, in the course of business, a bank pays a forged check, it must be 
considered as making the payment out of its own funds, and cannot 
charge the amount against the depositor, unless it shows a right to do 
so on the ground of estoppel, or because of some negligence chargeable 
to the depositor. In such circumstances, the depositor must suffer the 
consequences of his own conduct, and the amount may be charged to 
him. 

While this court has on numerous occasions held that instructions not 
responsive to the pleadings and evidence will not require a reversal of 
the case if not calculated to confuse or mislead the jury, we cannot 
conscientiously say that the instruction complained of did not have that 
effect. On the contrary, from an examination of the record it appears 
that the instruction was strongly calculated to confuse the issues before 
the jury to the prejudice of plaintiff, so as to necessitate the reversal of 
the case. 

The judgment is reversed, and the cause remanded for a new trial. 
All the Justices concurring. 


ee 
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FORGED TREASURY DEPARTMENT DRAFT 
COLLECTED THROUGH BANK. 


United States v. Chase National Bank, United States District Court, April 21,1917. 241 Fed. Rep. 535. 








An army officer, detailed to the quartermaster’s department, and 
authorized to draw upon funds placed by the Treasury Department 
of the United States at his disposal, was assisted by a sergeant. 
While the officer was temporarily absent upon leave, the sergeant 
took one of the regulation drafts of the Treasury Department, 
filled it in to the order of the officer, and forged the latter’s name as 
drawer. Having forged the indorsement of the officer’s name in 
blank, he cashed the check over the counter of a bank, which in- 
dorsed the check to defendant, which received payment from the 
Treasury Department. The forgery being discovered, suit was 
instituted against defendant to obtain a refund of the amount so 
paid. It was held that the United States could not recover in an 
action against the defendant bank. 


At Law. Action by the United States against the Chase National 
Bank. Verdict directed for defendant. 

This is an action at law to recover from the defendant, a bank, the 
amount of a check or sight draft drawn under the following circumstances: 
Lieutenant Sumner was an officer in the United States army, detailed 
to the Quartermaster’s Department and authorized as such to draw 
upon funds placed by the Treasury Department at his disposal. One 
Howard, a sergeant in the Quartermaster’s Department, had been 
detailed to assist Sumner for some time past, and had learned his method 
of availing himself of these funds. While Sumner was temporarily 
away upon leave, Howard took one of the regulation drafts of the 
Treasury Department, filled it to the order of Sumner, and forged Sum- 
ner’s name as drawer. Having then forged the indorsement of Sumner’s 
name in blank, he cashed the check over the counter of the Howard 
National Bank of Vermont. This bank indorsed the check to the 
defendant, which upon delivery presented it to the Treasurer of the 
United States, who paid it. Howard’s forgery was soon discovered, 
and the plaintiff thereupon sued the defendant to obtain a refund of 
the amount so paid. Other circumstances are admitted by the stipu- 
lation under which the cause was tried, but they are relevant only upon 
the question of the negligence of the several parties, and as such do not 
require statement here. 

Joseph A. Burdeau, of New York City, for the United States. 

Henry Root Stern, of New York City, for defendant. 

LEARNED Hanp, District Judge (after stating the facts as above). 
No one disputes since Price v. Neal, 3 Burr. 1354, that a drawee may 
not recover money paid upon paper forged by the drawer; on the other 
hand, no one disputes that, ifthe bill be once lawfully signed and uttered, no 
innocent holder may collect the bill with a forged indorsement and retain 
the proceeds. The question at bar presents the case where the forger 
not only forges the putative drawer’s name, but makes the bill payable 
to the drawer and then forges the indorsement as well. 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §189, 203. 
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A bill made in the form of this check, even if valid, is incomplete, 
and not commercial paper at all, until it has been indorsed and delivered 
to some person other than the drawer. Until then it is in form only an 
order to pay to the maker, and no obligation can arise between the maker 
as maker and himself as payee. This, after some confusion, was decided 
in the case of notes (Wood v. Harper, 2 Exch. 13; Brown v. De Winter, 
6 C. B. 336), and is now unquestioned law (Moses v. Lawrence County 
Bank, 149 U. S. 298, 13 Sup. Ct. 900, 37 L. Ed. 743; Negotiable Instru- 
ments Law [Consol. Laws N. Y. c. 38] § 320). It is so obvious as not 
to justify expatiation; and the same reasoning applies to bills. 

Therefore, until Howard indorsed Sumner’s name, the check did not, 
even on its face, exist as a legal instrument, any more than an unde- 
livered deed; its factum was in abeyance. When he did indorse it in 
blank and deliver it to the Vermont bank, it was an order to pay the sum 
to bearer. The drawer’s name was forged, but the two added forgeries 
of the same name were of no more significance than if the forger had signed 
Sumner’s name three times as drawer. The rule is, however, not con- 
fined to cases where the paper is payable to drawer or maker. It is 
generally held that, if the drawer selects as payee the name of even a 
real person, and forges, not only the drawer’s name, but the payee’s, 
a presenting holder may keep the proceeds. Phillips v. Mercantile 
National Bank, 140 N. Y. 556, 35 N. E. 982, 23 L. R. A. 584, 37 Am. 
St. Rep. 596; Bartlett v. First National Bank, 247 Ill. 490, 93 N. E. 
337; Snyder v. Corn Exchange National Bank, 221 Pa. 599, 70 Atl. 
876, 128 Am St. Rep. 780; Cogill v. American Exchange Bank, 1 N. Y. 
113, 49 Am. Dec. 310; Trust Company v. Hamilton Bank, 127 App. 
Div. 515, 112 N. Y. Supp. 84. National Bank of Commerce v. United 
States, 224 Fed. 679, p. 681, 140 C. C. A. 219, though at first blush it 
seems to be an exception, in fact went off on another point, and recog- 
nizes the general rule. 

It is true that the decisions are not unanimous (First National Bank 
v. N. Y. Bank, 152 Ill. 296, 38 N. E. 739, 26 L. R. A. 289, 43 Am. St. 
Rep. 247; McCall v. Corning, 3 La. Ann. 409, 48 Am. Dec. 454), and it 
takes only slight evidence of participation to defeat the holder (Bank 
of Danvers v. Bank of Salem, 151 Mass. 280, 24 N. E. 44, 21 Am. St. 
Rep. 450); but it is none the less true that, where the foregoing facts 
are badly presented, the better considered cases protect the presenting 
holder. Yet, when the forger draws a note to the name of a payee, 
either real or fictitious, and the drawee or maker accepts it, supposing 
the name to be real, no subsequent negotiation of it by the forger gives 
a valid title, and, if the drawee pays, he may recover. Shipman v. 
Bank of N. Y. 126 N. Y. 318, 27 N. E. 371, 12 L. R. A. 791, 22 Am. St. 
Rep. 821; Seaboard Bank v. Bank of America, 193 N. Y. 26, 85 N. E. 
829, 22 L. R. A. (N. S.) 499; Jordan Marsh & Co. v. Bank, 201 Mass. 
397, 87 N. E. 740, 22 L. R. A. (N. S.) 250; Tolman v. American National 
Bank, 22 R. I. 462, 48 Atl. 480, 52 L. R. A. 877, 84 Am. St. Rep. 850. 
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These last cases are not contrary in principle; they depend upon the fact 
that the drawee or maker has intended as payee a person other than the 
forger. If the maker really intends to make the forger payee, even 
under a false name, his indorsement is good. Robertson v. Coleman, 
141 Mass. 231, 4 N. E. 619, 55 Am. Rep. 471. It is quite true that 
Bank of England v. Vagliano [1891] App. Cas. 107, does not accord 
with these cases, and with deference it is doubtful whether the judgments 
of Lord Bowen below and Lords Bramwell and Field above are not to 
be preferred, where the matter is still open. The effect of the decision 
was indeed to compel Vagliano to pay to the order of Glyka, the clerk, 
when he had agreed only to pay to the order of Petridi& Co. Moreover, 
the result of the decision has been hardly more than to add to section 
28 a clause which had been supposed to be already a part of the common 
law. The case in any event has nothing to do with that now at bar. 

Price v. Neal, supra, has been a source of much difference of opinion. 
Lord Mansfield’s principle that the loss should fall where it chances, 
while often commended (the doctrine of Price v. Neal, 4 How. L. R. 
297), has not escaped question. It must be confessed that it is hard 
upon that theory to explain the uniform recovery where a valid bill has 
been stolen and forged and the presenting holder has innocently col- 
lected the money. The usual explanation is that, having converted 
the bill, the holder has been guilty of a wrong at law, and is not equally 
innocent with the drawee; but surely that is a conventional distinction, 
not properly applicable to an action supposed to turn upon natural jus- 
tice. Moreover, it is difficult to see why the drawee is not as much of 
a converter as the presenting holder. He has as little right to meddle 
with the property of the actual holder as the presenting holder, and his 
putative payment is no payment at all. Such difficulties may best be 
left till they arise, because in the case at bar, there was neither an actual 
bill nor a genuine holder. As the bill was a forgery, and created no 
obligation, it could make not the slightest difference to the drawee what 
indorsements it bore, or whether or not they were genuine. The bill, 
being void, could never be presented by the true owner, assuming the 
payee ever became its true owner. Now, in the case of a genuine bill 
stolen and forged, the wrong done the drawee, who pays on the forged 
indorsement, is only that he must pay again, a wrong which cannot arise 
when the bill is a forgery. Hence the forgery of the indorsement was 
wholly irrelevant, even if the bill had been stolen from the actual payee. 

But the bill never had been delivered, and if it had been genuine the 
forgery would have been equally irrelevant. Any holder or the drawer 
might fill a genuine bill with the names of distinguished persons, and 
forge their indorsements, without affecting his rights or the drawee’s 
obligation, because the drawee looks only to the drawer, and to the title of 
the holder from the person to whom or for whom the drawer actually 
first delivered the bill. The actual holder may pass his actual title by 
any name that he has been called in the bill, and he may add any indorse- 
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ments to real persons whom he may choose, if he avoids delivery to them. 
It is not to be thought that the secret purpose of any holder in indorsing 
the name of a person not a holder is an exception to the universal rule 
that secret intent is never material. The explanation is that as respects 
the drawee all such indorsements are not part of the contract, since a 
drawee cannot hold indorsers, and needs only an authentic drawer and 
his true appointee by order, however named. 

From no aspect can those cases be supported which treat the forgery 
of the payee’s name as relevant. Indeed, from the report in Burrows 
it seems likely that, in Price v. Neal, Lee, the forger, forged the indorse- 
ments along with the bill itself. 

A verdict will be directed for the defendant. 








INTEREST ON NOTE. 





Weiskircher v. Connelly, Supreme Court of Pennsylvania, Feb. 6, 1917. 100 Atl. Rep. 966. 





Where a note, which does not specifically provide for interest, 
is presented at maturity and payment is refused, the holder is 
entitled to interest from the date of the demand and refusal. 

Appeal from Court of Common Pleas, Allegheny County. 

Assumpsit on a note by W. O. Weiskircher against Joseph A. Connelly, 
with counterclaim by defendant. Verdict for plaintiff for $4,255, and 
judgment thereon, and defendant appeals. Affirmed. 

Argued before Brown, C. J., and MEestreEzat, PotTerR, STEWART and 
FRAZER, JJ. 

John C. Bane and Oliver K. Eaton, both of Pittsburgh, for appellant. 
A. M. Neeper and Rody P. Marshall, both of Pittsburgh, for appellee. 

STEWART, J. The action was brought to recover on a promissory 
note drawn by the defendant and payable to the order of the plaintiff 
in the sum of $3,000, bearing date December 14, 1908, and payable 
March 4, 1909. In the affidavit of defense filed the execution and de- 
livery of the note were admitted, but liability thereon was denied, and 
it was there averred that the note was made and delivered to the plain- 
tiff at the latter’s request and for his sole accommodation, and further 
that the plaintiff was indebted to the defendant in the sum of $1,000, 
on account of money loaned him by the defendant, for which indebted- 
ness the latter would claim a certificate upon trial of the case. A reply 
to this counterclaim was made in which a consideration for the note was 
alleged and liability for the counterclaim was denied. The case was 
tried on the issues thus defined, and resulted in a verdict for the 
plaintiff for the full amount of his claim. A motion for a new 
trial followed which was simply a renewal of the contention that the 
note recovered upon was without consideration sufficient in law to sus- 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §262. 
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tain the plaintiff's claim, but for very different reason than that urged 
upon the trial, namely, that the consideration was illegal because trans- 
gressive of public policy. A new trial having been refused, this appeal 
was taken. The assignments of error are five in number. Without 
prejudice they may be resolved into two: (1) The instruction of the 
court that, if the finding was in favor of the plaintiff, interest could be 
allowed from the maturity of the note; and (2) the refusal of the motion 
for a new trial. 

The note in suit was the last of several renewals of an original note in 
a much larger amount which was not interest-bearing before maturity. 
The renewal notes, including the note in suit, were of like tenor, and 
upon none of them had interest been calculated. The learned trial 
judge very correctly held that while the note in suit did not by its terms 
bear interest, if, on its maturity the defendant refused payment and 
denied liability thereon—facts which were found by the jury in its favor— 
the plaintiff was entitled to interest from date of demand and refusal. 
This assignment is without substance. 

The judgment is affirmed. 


CHECK DRAWN AGAINST INSUFFICIENT FUNDS. 


Hammack v. State, Supreme Court of Mississippi, May 21, 1917. 75 So. Rep. 436. 


The defendant delivered a check to the payee named therein, 
telling him that he did not have sufficient money in the bank to 
protect the check, but that he would later deposit funds to protect 
it. He failed to make the deposit as promised. It was held that 
these circumstances did not make out a crime under the Mississippi 
Statute, which prohibits the issuance of a check with intent to de- 
fraud and with knowledge that it is drawn against insufficient funds. 


Appeal from Circuit Court, Forrest County; P. B. Johnson, Judge. 

W. G. Hammack was convicted of an offense, and he appeals. Re- 
versed, and defendant discharged. 

The appellant was tried upon the following indictment, omitting the 
caption, to wit: 

“That W. G. Hammack, on the 7th day of November, 1916, in Forrest 
county aforesaid, acting for himself or as agent and manager of the 
Lomo Amusement Company, a corporation, feloniously intending to 
defraud, did obtain from one W. W. Moore the sum of $36.25 in lawful 
money of the United States of America, and of the value of $36.25, by 
means of making and drawing and delivering to the said W. W. Moore 
a certain bank check for the payment of money of the following tenor, 
to wit: ‘Hattiesburg, Miss., Oct. 17, 1916. Pay to the order of W. 
W. Moore, $36.25, thirty six and 25/100 dollars. The Lomo Amuse- 
ment Co. W. G. Hammack, Mgr. To the first National Bank of Com- 
merce, Hattiesburg, Miss. 85—48’—the same being drawn upon the 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §113. 
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said First National Bank of Commerce of Hattiesburg, Miss., the said 
W. G. Hammack then and there well knowing at the time of the making 
or drawing such check and uttering and delivering the same that the 
said Lomo Amusement Company, nor himself as manager, had not suf- 
ficient funds in, or credit with, the said bank for the payment of such 
check in full upon its presentation, and that the said check was pre- 
sented to said bank for payment by the said Moore within 30 days after 
the same was delivered to him by the said W. G. Hammack, and that 
the same was not and has not been paid by the said bank, against the 
peace and dignity of the state of Mississippi.” 


It appears from the record that appellant told Moore that he did not 
have enough money in the bank to cover the check, but that he would 
deposit an amount sufficient to cover same the next day. The check 
was presented the next day and on numerous other occasions subse- 
quent thereto, but appellant did not deposit funds to protect same, and 
at the next term of the court the grand jury presented the indictment 
above set out. Chapter 120, Laws 1916, provides as follows: 


“Any person, acting for himself or another, who with intent to de- 
fraud shall obtain money, credit, goods, wares, or anything of value by 
means of making or drawing, or uttering or delivering any check, draft 
or order for the payment of money upon any bank or other depository, 
knowing at the time of making or drawing such check, draft or order, 
or of the uttering or delivering of same, that he has not sufficient funds 
in or credit with such bank or other depository for the payment of such 
check, draft or order in full, upon its presentation, provided that all 
such checks, drafts or orders shall be presented by the payee or assignee 
thereof to such bank or depository for payment within thirty days from 
the date of said draft, check or order, shall be guilty of a misdemeanor, 
if the amount of such check, draft or order be under $25.00, and he shall 
be guilty of a felony if the amount of such check, draft or order be $25.00 
or more, and upon conviction thereof shall be punished as in other cases 
for obtaining money or goods under false pretenses. The failure of 
the person drawing, uttering or delivering such check, draft or order to 
pay or have paid the amount of same within ten days after receipt by 
him of written notice of its nonpayment upon presentation, shall be 
prima facie evidence of obtaining the amount of said check, draft or 
order, or of the goods or other property obtained by the giving of said 
check, draft or order by the person giving or drawing or uttering same, 
under false pretenses, within the meaning of this act, and mailing, 
postpaid, to the post-office address of the maker, drawer or utterer of 
such check, draft or order, shall be prima facie evidence of the receipt 
of such notice.” 


C. R. Conner, of Hattiesburg, for appellant. Earle Floyd, Asst. 
Atty. Gen., for the State. 

SmitH, C. J. The appellant perpetrated no fraud on Moore by giving 
him the check here in question; for he informed Moore at the time that 
he did not have sufficient funds in or credit with the bank on which it 
was drawn for its payment. The wrong, if any, which was done Moore 
by appellant was, not giving him the check, but failing to comply with 
his (appellant’s) promise to deposit sufficient money with the bank to 
cover it. The case, therefore, does not come within the intent of chap- 
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ter 120, Laws of 1916, so that the judgment of the court below will be 
reversed, and appellant discharged. 


NOTE SIGNED BY TREASURER OF CORPORATION. 


Hubbard v. Syenite Trap Rock Co., New York Supreme Court Appellate Division, June 8, 1917. 165 
N. Y. Supp. 486. 


The by-laws of the defendant corporation forbade its treasurer 
to issue notes except on approval of its board of directors or its 
executive committee. It appeared that an executive committee 
had never been appointed and that neither its board of directors or 
its stockholders had met or assumed authority over the corporation. 
Under these circumstances, it was held that a note executed by the 
treasurer of the corporation, at the instance of one who owned all 
of the stock and entirely directed the company’s affairs, other 
similar notes having been previously issued by the treasurer, was 
binding upon the corporation. 


Appeal from Trial-Term, New York County. 

Action by Frank H. Hubbard against the Syenite Trap Rock Com- 
pany. From a judgment dismissing the complaint at the close of 
plaintiff's case, plaintiff appeals. Reversed, and new trial ordered. 

Argued before CLARKE, P. J., and DowLtinc, SmitH, PAGE and SHEARN, 
JJ. 
Philip J. Britt, of New York City, for appellant. 

Harmon S. Graves, of New York City, for respondent. 

SmitH, J. The defendant is a domestic corporation engaged in the 
business of selling crushed stone and trap rock. This action is brought 
by the assignee of one Kelly to recover upon a promissory note pur- 
porting to be the note of the defendant, and concededly executed by its 
treasurer. The complaint alleges in substance the making of the note 
to defendant’s own order, its indorsement and delivery before maturity 
by defendant to one John Peirce, and its further indorsement and de- 
livery by Peirce for value and before maturity to Kelly, plaintiff's 
assignor. Judgment is demanded for the face amount of the note and 
interest, less certain payments of principal and interest alleged to have 
been made. The answer is in effect a general denial, and in addition 
sets up two defenses—first, lack of power in the treasurer to execute 
the note; and, second, that it was accommodation paper, as Kelly knew. 
The complaint was dismissed at the close of plaintiff’s case, on the ground 
that plaintiff had failed to show authority in the treasurer, and plain- 
tiff appeals. 

It appeared on the trial that the directors and officers of the defendant 
at the time the note was made were a son of Peirce and four employes 
of the John Peirce Company, which Peirce controlled, and that the 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §142. 
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note was made and indorsed by the defendant’s treasurer and delivered 
to Peirce at the latter’s instance. It is not claimed that Peirce gave the 
defendant value for the note on the delivery thereof. He thereafter, 
and before the note matured, asked Kelly to loan him $7,500 on it, and 
Kelly did buy it for that sum, after being assured that the defendant was 
“good’’, that Peirce had “spent $300,000 or thereabouts on the proposi- 
tion,” and that it had practically no indebtedness. Such principal and 
interest as has been paid has come from Peirce. 

It is contended on behalf of the appellant that the production of the 
note and proof of its execution by defendant’s treasurer established a 
prima facie case, and cast on defendant the burden of showing want of 
authority. The recent decision of the Court of Appeals in Jacgbus v. 
Jamestown Mantel Co., 211 N. Y. 154, 105 N. E. 210, seems to be ad_ 
verse to the appellant’s contention, for it was there held that the trea- 
surer of a manufacturing corporation has no implied power by virtue of 
his office to make promissory notes in its name, and that no presumption 
of such power exists. It would seem to be necessary for plaintiff to 
show either that defendant’s treasurer in fact did have authority— 
expressly conferred by by-law or directors, or to be implied from a prior 
course of dealing—or that defendant was estopped from denying such 
authority. 

I am satisfied, however, that this judgment must be reversed and a 
new trial granted upon exception taken to the exclusion of evidence. 
Unquestionably the by-laws forbade the treasurer to issue notes, except 
upon the approval of the board of directors or its executive committee, 
and no such approval was formally given. The proof, however, is to 
the effect that an executive committee was never appointed; that neither 
the board of directors nor the stockholders had at any time met and 
assumed authority over the corporation prior to the giving of this note. 
Proof was offered to the effect that Peirce owned all the stock of the 
corporation and that he entirely directed its affairs. Further proof was 
attempted to be made to the effect that other notes had been signed by 
the treasurer under like circumstances, which had been paid by the 
corporation. These offers were rejected. If such proof were made, 
the corporation is not in a position to claim that the act of the treasurer 
directed by Peirce was unauthorized under the formal authority of the 
by-laws, which were thus entirely disregarded. If the evidence as to 
Peirce’s ownership of the stock had been admitted, in view of the manner 
in which the note was executed, within the authorities, the note became 
a binding obligation of the corporation. Martin v. N. F. P. Mfg. Co., 
122 N. Y. 165, 172, 25 N. E. 303. 

It is not necessary here to decide whether the rights of creditors might 
intervene and make inapplicable the rule of law stated. If such be the 
fact, the burden would be upon the defendant to show the same, in order 
to escape liability for the making of the note in this manner authorized. 

Moreover, the plaintiff offered evidence to the effect that the proceeds 
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of this note in fact were received by the corporation, or that the cor- 
poration received the benefit thereof. This evidence was excluded. If 
this fact had been proven, under well-settled authority the corporation 
could not assert the lack of authority in the treasurer to sign the note. 
Davies v. Harvey Steel Co., 6 App. Div. 166, 39 N. Y. Supp. 791; Curtis 
v. Natalie Anthracite Coal Co., 89 App. Div. 61, 71, 85 N. Y. Supp. 
413, affirmed 181 N. Y. 543, 73 N. E. 1122, on opinion below; Dill & 
Collins Co. v. Morison, 159 App. Div. 583, 144 N. Y. Supp. 894. 

The judgment must therefore be reversed, and a new trial granted, 
with costs to appellant to abide the event. Order filed. All concur. 


— EE 


PRACTICE OF LAW BY CORPORATION. 


People ex rel. Floersheimer v. Purdy, Court of Appeals of New York, May 8, 1917. N. E. Rep. 390. 


A taxpayer, about to depart for Europe, believing his property 
had been illegally assessed, left the matter with a corporation to 
have the assessment corrected. The corporation procured an 
attorney to secure a writ of certiorari to review the action of the 
commissioners of taxation. Although the taxpayer did not employ 
the attorney, who subsequently made the application, he later 
ratified the employment and formally retained him in the matter. 
It was held that, although the corporation was unauthorized to act 
in the first instance, for the reason that under section 280 of the 
New York Penal Law corporations are prohibited from practising 
Law and although the attorney was unauthorized to procure the 
writ, nevertheless the taxpayer should not be denied relief and his 
writ should be granted. 


Appeal from Supreme Court, Appelate Division, First Department. 
Certiorari by the People, on the relation of Samuel Floersheimer, 
against Lawson Purdy and others, as Commissioners of Taxes and Assess- 
ments of the City of New York, to review the action of the Commis- 
sioners for the purpose of taxation for the year 1914. From an order of 
the Appellate Division (162 N. Y. Supp. 70) reversing an order of the 
Special Term, and dismissing the writ, relator appeals. Reversed. 

See, also, 116 N. E. 390. 

Charles A. Boston, of New York City, for appellant. Lamar Hardy, 
Corp. Counsel, of New York City (William H. King, of New York City, 
of counsel), for respondents. Julius Henry Cohen, of New York City, 
for County Lawyer's Ass’n of the City of New York, intervener. 

Per Curiam. We think the order of the Appellate Division vacating 
the order granting the writ of certiorari and dismissing the writ erron- 
eous. Assuming without deciding that the act of L. Tannenbaum, 
Strauss & Co., Incorporated, in instituting the proceeding which re- 
sulted in the issuance of the writ was in violation of section 2a of the 
Business Corporation Law (Consol. Laws, c. 4) and section 280 of the 
Penal Law, and that the act of the attorney who made the motion 
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which resulted in the issuance of the writ of certiorari was unauthorized, 
such acts, in view of the other undisputed facts, were no reason why the 
relator should be deprived of his right to review the assessment. He 
was about to depart for Europe, and, believing that his property had 
been illegally assessed, left the matter with L. Tannenbaum, Strauss & 
Co., Incorporated, to take such lawful steps as it might deem advisable 
to have the assessment corrected. There is nothing in the record to 
indicate that he did not act in the utmost good faith in employing such 
corporation, or that he had any reason to believe that it was not author- 
ized to do such acts as might be necessary for that purpose. It is true 
that he did not employ the attorney who subsequently made the ap- 
plication for the writ of certiorari, but after his return from Europe, 
the writ in the meantime having been issued, he ratified such employ- 
ment and formally retained him in the matter. Under such circum- 
stances it would be unjust to hold that because the corporation was 
unauthorized to act in the first instance, or the attorney was unauthor- 
ized to procure the issuance of the writ, the relator should be punished 
by denying him any relief whatever. 

The order appealed from should therefore be reversed, with costs to 
the appellant in the Appellate Division and this court, and the order of 
the Special Term affirmed. 


PAYMENT OF CHECK ON FORGED INDORSEMENT. 


Commonwealth National Bank v. Hawes, Court of Civil Appeals of Texas, June, 23, 1917, 196 S. W. 
Rep. 859. 


A party named Weil told the plaintiff that one Robertson wanted 
to borrow $250 on good security. The plaintiff decided. to make 
the loan and gave Weil his check on the defendant bank for the 
amount, payable to Robertson. Robertson it seems was a ficti- 
tious person and Weil indorsed the check himself and collected the 
money. It was held that the payment having been made on a 
forged indorsement, the bank could not charge the amount against 
the plaintiff’s account. 

Appeal from Dallas County Court; T. A. Work, Judge. 

Suit by J. W. Hawes against the Commonwealth National Bank. 
From a judgment for plaintiff, defendant appeals. Affirmed. 

Leake & Henry, of Dallas, for appellant. Lively & Groggans, and 
W. M. Jones, all of Dallas, for appellee. 

Rassury, J. This appeal is from a judgment in favor of appellee for 
$250 in a suit wherein it was alleged that appellant paid to another 
upon a forged indorsment a check for said amount drawn by appellee 
in favor of M. F. Robertson against a fund on deposit with appellant. 
The pleadings support all issues presented on appeal and for that reason 
will not be detailed. 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §199. 
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The essential facts deducible from the evidence developed at trial are 
these: Appellee agreed with Joe Weil to advance $250 to one M. F. 
Robertson, who Weil represented to appellee desired to borrow $500 on 
good security, and whom appellee believed to be a real person, on con- 
dition that Weil would advance the remaining one-half. For that 
purpose the appellee drew a check on appellant bank, where he had 
money deposited, in favor of M. F. Robertson, and delivered it to Joe 
Weil to be in turn delivered: to Robertson. After the check was de- 
livered to Weil he exhibited to appellee a note for $550, signed “M. F. 
Robertson,” together with another note ostensibly secured by some 
character of real estate lien and supposed to be in collateral security of 
the $550 Robertson note. Weil retained both notes and placed them 
in his private vault. The check was paid by appellant, and when re- 
turned to appellee was indorsed “M. F. Robertson” and “Joe Weil.”’ 
When the Robertson note, which was not in possession of appellee, was 
due, appellee set about to find Robertson, with the result that it de- 
veloped that Robertson was a fictitious person, and that the only Robert- 
son who had ever owned the land by which payment of the note was 
secured was a Mrs. M. F. Robertson, who died long prior to the trans- 
action between appellee and Weil. Upon discovery that Robertson was 
a fictitious person appellee notified the bank. It does not appear to 
whom the bank paid the money, since it introduced no testimony on 
that issue or concerning Robertson’s indorsement, but we assume from 
the order of the indorsements on the check it was paid to Weil, who was 
not accounted for at trial. Appellee relied upon and was deceived by 
Weil’s representations that Robertson was a real person and that the 
notes and security were genuine. They were forgeries. 

By the first assignment of error it is urged that the judgment is 
erroneous on the ground, in substance, that it appears without contro- 
versy in the testimony that what appellee intended by the issuance of 
his check was accomplished, that is to say, that what Weil represented 
to be a real person and a genuine obligation, while in the one case ficti- 
tious and in the other a forgery, was what appellee bargained for and 
got, since he relied upon Weil in the matter, and in which deceit ap- 
pellant did not participate. It is correct to say that the appellee did 
rely on the statements of Weil concerning the genuineness of the note 
purporting-to be exectited by Robertson and its security, and that ap- 
pellant did not participate in the deceit in reference thereto. Appellant’s 
liability, however, does not depend upon appellee’s reliance upon the 
statements of Weil or wpon the fact that Weil deceived him. 

Regardless of the verity of such claims appellee, by the issuance of 
his check, cast upon appellant the duty of paying the amount thereof to 
the payee, Robertson, or, if indorsed by Robertson, the duty of ascer- 
taining the genuineness of Robertson’s indorsement, unless, of course, 
appellee, the drawer, knew at the time the check was issued that the 
payee was a fictitious person, in which case payment to any holder of 
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the check would be authorized. Guaranty State Bank & Trust Co. v. 
Lively, 149 S. W. 211. In the case cited the Supreme Court granted 
the writ or error, but in an opinion rendered during the current month 
affirmed the holding of the Court of Civil Appeals. The rule stated 
was announced in the case cited upon facts substantially similar to those 
in the present case, for which reason we deem it unnecessary to further 
discuss the issue. 

The remaining assignment asserts that the genuineness of the indorse- 
ment upon appellee’s check should have been assumed, since it appears 
from the record that appellee did not file in the suit an affidavit charging 
that. such indorsement was a forgery. The contention is based upon 
the provisions of article 588, Vernon’s Sayles’ Civil Stats., which pro- 
vides, in substance, that whenever the assignee or indorsee of any written 
instrument shall sue thereon, the assignment or indorsement thereof 
shall be regarded as fully proved unless the defendant shall, in effect, 
tender sworn plea of non est factum. It is clear, we believe, that the 
statute invoked is without application in this proceeding. Obviously it 
has reference to instruments or obligations emanating from the party 
sought to be charged. Further, this suit is not upon any instrument or 
obligation assignable by indorsement under the general law merchant 
as controlled by our statutory provisions, but is in true analysis a pro- 
ceeding in tort arising upon the negligence of appellant. 

Finding no reversible error in the record, the judgment is affirmed. 


LIABILITY OF BANKING FIRM AS SURETY ON 
BOND. 


Wexford Township v. Seeley, Supreme Court of Michigan, May 31, 1917, 163 N. W. Rep. 16. 


The defendants were partners in a private banking business. 
During the absence of the managing partner, the assistant cashier 
signed the firm’s name as surety on the official bond of a township 
treasurer, under an agreement that part of the township funds 
would be deposited with the firm. Upon the return of the managing 
partner he ratified the transaction. It was held that the act was 
within the scope of the firm’s business and that the firm was liable 
as surety for a shortage in the treasurer’s account. 


Error to Circuit Court, Wexford County; Fred S. Lamb, Judge. 

Action by the Township of Wexford against John Seeley and others. 
Judgment for plaintiff, and defendants David W. Walker and Fred R. 
Walker bring error. Affirmed. 

Defendant Seeley was treasurer of plaintiff township, beginning his 
term in April, 1915. This action is upon his official bond to recover a 
shortage of $2,637.61, which he was unable to produce at the time of 
his settlement with the township board in the spring of 1916, due to the 


NOTE.—For other s‘milar decisions see Banking Law Journal Digest and 
Supplement §83. 
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failure of the Wexford Bank. Defendants David W. Walker and Fred 
R. Walker, who are partners conducting a banking business, under the 
name of the Buckley Bank, alone dispute liability. David W. Walker 
is the active member of this partnership and has the entire management 
of the business. They have in their employ in the bank Mr. J. Warren 
Brown, who has the title of assistant cashier, and who married the foster 
daughter of David W. Walker. The bond sued upon was signed in the 
firm name by Mr. Brown as assistant cashier during David’s absence in 
California, under an arrangement that the township treasurer should 
deposit a portion of the township’s funds with the partnership, the 
funds to be deposited as evenly as possible with the three partnerships 
operating private banks, and who are sureties on the treasurer’s bond 
and are defendants here. Mr. Brown wrote David W. Walker of his 
action in signing the bond and the arrangement made with reference to 
the deposit of funds and upon David’s return told him again about it. 

Township money was deposited with the copartnership from time to 
time during the year, on occasons, the money being accepted for de- 
posit by David W. Walker personally. While he stated to Brown, 
and might have stated to others, that he did not think he or the partner- 
ship was bound on the bond, he made no such claim to any member of 
the township board and gave them no notice that the arrangement 
made between Brown and Seeley was not satisfactory to him and the 
firm. 

The case was tried without a jury before Judge Lamb, who filed 
findings of fact and conclusions of law. The following appears in the 
findings of fact: 

“The bond was executed by the Buckley Bank on condition that a 
portion of the funds coming into the hands of the township treasurer 
would be deposited in said Buckley Bank. This was called to the 
attention of Mr. David W. Walker, on his return from the West. The 
township treasurer did deposit a portion of the funds coming into his 
hands as township treasurer in the Buckley Bank, and the said David 
W. Walker as cashier thereof took in some portion of the said deposit 
in person. * * * 

“The cashier and active copartner in the Buckley Bank, Mr. David 
W. Walker, after full knowledge of all the material facts, continued to 
receive the deposits from the township treasurer and to accept the bene- 
fits thereof, took no steps to disaffirm the contract, gave no notice to 
the township board of Wexford township nor to any of its members that 
the Buckley Bank did not consider itself liable on said bond. In view 
of these conditions and circumstances, the contract must, as a matter 
of fact, be held to have been impliedly ratified by David W. Walker for 
the Buckley Bank.”’ 


Judgment passed against all the defendants, and David W. Walker 
and Fred R. Walker bring the case here. 

Argued before Kuun C. J., and Stone, OstTRANDER, Birp, Moore, 
STEERE, BRooKkE, and FELLows, JJ. 

Covell & Cross, of Traverse City, for appellants}David W. Walker 
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and Fred R. Walker William H. Yearnd, of Cadillac, for defendant 
Bank of Mesick. Fred C. Wetmore, of Cadillac, for appellee. 
FEe.tows, J. (after stating the facts as above). The findings of fact 
are abundantly supported by the testimony. The treasurer, Mr. Seeley, 
and assistant cashier, Mr. Brown, agree in their testimony as to the 
making of the arrangement whereby, in consideration of the signing of 
the bond sued upon, a portion of the township funds were to be deposited 
with the Buckley Bank. The two other banks had already signed the 
bond when it was presented to Mr. Brown; his principal was in Cali- 
fornia; and it was apparent to him, as appears by his testimony, that 
unless he signed the bond for the partnership the Buckley Bank would 
get none of the township’s funds. He had been given no authority to 
sign bonds for the partnership; indeed, the testimony would indicate 
that his authority to act for the partnership was very limited Never- 
theless, he signed this bond; he did not thereby bind the partnership, 
unless his acts were subsequently ratified. He was an adverse witness 
called by the plaintiff, and it was only under pressure that he gave some 
of the testimony Under the circumstances, the trial court was fully 
justified in finding that the arrangements between Seeley and Brown 
were made, and that David W. Walker was made cognizant of the facts 
immediately on his return. Mr. Walker had not authorized the signing 
of this bond; neither he nor the partnership was then bound by the 
arrangement made by Brown; he could decline to carry it out, and no 
action could be maintained against him, or the partnership. But he 
could not take the fruits of the contract, its benefits and not be bound 
by its terms. If he appropriated the contract and ratified it, it was the 
same as though he had authorized it in the first instance. Did he 
impliedly ratify this contract as found by the court? We think he did. 
“Ratification takes place when one person adopts a contract made 
for him, or in his name, which is not binding on him because the one who 
made it was not duly authorized to do so. Ratification is a question of 
fact; and, in the great majority of instances, turns on the conduct of 
the principal in relation to the alleged contract or the subject of it, 
from which his purpose and intention thereabout may be reasonably 
inferred. Story, Ag. §§ 253-260. And, generally, deliberate and re- 
peated acts of the principal, with a knowledge of the facts, that are 
consistent with an intention to adopt the contract, or inconsistent with 


a contrary intention, are sufficient evidence of ratification.’””’ Oregon 
Ry. Co. v. Oregon Ry. & Nav. Co. (C. C.) 28 Fed. 505. 


Mr. Walker personally continued to receive deposits with full knowl- 
edge of the contract under which they were made, knowing full well 
that the township relied upon the bond signed in the name of the Buckley 
Bank. For the period covered by the bond—the term of the treasurer— 
the Buckley Bank had the funds of the township deposited there pur- 
suant to the contract made with Brown in Walker’s absence, but com- 
municated to him immediately on his return about May Ist. No 
claim was ever made by Walker, or any one in his behalf to the obligee, 
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that the bond wasinvalid, no claim that he and the copartnership were 
not bound by its terms. Every act of Walker’s was consistent with 
ratification, no act of his was inconsistent with ratification; every act 
of his was inconsistent with repudiation of the contract, no act of his 
was consistent with its repudiation. The court below correctly found 
that he had impliedly ratified the contract. We must therefore de- 
termine the case as if David W. Walker had actually signed the partner- 
ship name to the bond in question 

Is the partnership bound? Fred R. Walker took no part in the man- 
agement of the bank; that was left entirely with David W. There is 
no testimony that Fred R. authorized or had any knowledge of this 
transaction. His liability in this action must depend on whether he is 
responsible for the action of David W. The rule is too well established 
to need citation of authorities that one partner cannot bind his co- 
partner by any contract without the scope of the partnership, that each 
partner is the agent for his copartners in the transaction of the business 
of the copartnership, but not as to matters foreign to such business. 
Was this transaction within the scope of the partnership business? The 
business of the copartnership was banking the purpose of this contract, 
the obtaining of a deposit of public funds with this copartnership. There 
was nothing illegal about the contract, nothing that contravened the 
public policy of the state. On the contrary, the public policy of 
this state contemplates the giving of bonds by banks to se- 
cure the deposits of public funds. Section 1408 Howell’s Anno. Sts. 
(2Ed.) which provides for deposit of township funds in banks and the 
giving of bonds to secure such deposits; section 9912, Howell’s Anno. 
Sts. (2Ed.), which makes similar provisions with reference to the de- 
posit of school funds; sections 1049-1057, Howell’s Anno. Sts. (2d Ed.), 
which provides for the deposit of county funds in banks, the giving of 
bonds to secure such deposits, rquires competitive bidding for the 
deposit, and is made applicable to “any institution doing a banking 
business, whether incorporated or not,’’ section 808 Howell’s Anno. 
Sts. (2d Ed.), requiring bonds of banks for state funds deposited with 
them. 

All of this legislation indicates the policy of the state that public 
funds shall be deposited in banks, and recognizes the giving of bonds by 
banks to secure such deposits, as a proper incident to the banking busi- 
ness. With what force can it be urged that obtaining the deposit of 
public money with a banking copartnership and signing a bond to insure 
its safe return is foreign to the banking business? A deposit of public 
money is a desirable one for any banking institution; it is usually larger 
in amount than private deposits and continues through the year. In 
the instant case, it bore no interest; whatever benefit there was from the 
deposit was a benefit to the copartnership. The contracf was as clearly 
within the scope of the business as would be a contract to pay interest 
to secure the deposit, or to pay for advertising in the village paper to 
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secure the same results. The contract was within the scope of the 
banking business, and the copartnership was bound by it. 

We have examined the other assignments of error and find them with- 
out force. 

The judgment is affirmed, with costs to plaintiff. 


SURRENDER OF NOTE AS CONSIDERATION. 


Shoenhair v. Jones, California District Court of Appeals, June 26, 1917, 165 Pac. Rep. 971. 


The surrender of a prior unpaid note is sufficient consideration 
for the making of a renewal note. 


Appeal from Superior Court, Los Angeles County; Frank G. Finlayson, 
Judge. 

Action by George J. Shoenhair against S. A. T. Jones. Judgment for 
plaintiff, and defendant appeals. Affirmed. 

Shepard & Alm, of Los Angeles, for appellant. Hanson, Hackler & 
Heath, of Los Angeles, for respondent. 

James, J. The suit was on a promissory note executed by the de- 
fendant to the plaintiff. The appeai is from the judgment entered in 
favor of the plaintiff, and is presented on the judgment roll and a brief 
bill of exceptions. 

The only point argued in the briefs is that raised by the appellant, 
who insists that the evidence was insufficient to support the finding of 
the superior court as to any consideration having been rendered to the 
defendant in exchange for the making of the instrument sued upon. 
This defendant originally made her note payable to two persons named 
Gardner and Cowan, who assigned the same to Clara Wherry without 
recourse. Clara Wherry died, and this first note appeared in the hands 
of plaintiff who, after negotiation with the defendant, accepted the note 
here sued upon in lieu of the note made at the prior time, and surrendered 
the former note. The point in appellant’s argument arises wholly upon 
the construction to be given to testimony furnished by the plaintiff. 
The plaintiff first testified that he was the owner and holder of the note”’ 
and as to the amount which had been paid thereon, and that the note 
was made in consideration of the surrender of the prior note as before 
mentioned. He then, identifying that prior note which was shown to 
him, testified as follows: 


“That is the note which I surrendered to the defendant in this action 
in consideration of the execution and delivery of the note set forth in 
the complaint. At the time of the execution and delivery of the note 
set forth in the complaint Mrs. Clara Wherry wasdead. * * * The 
estate of Clara Wherry was never probated and no executor or adminis- 
trator of her estate was ever appointed. Mrs. Wherry gave me the 
note for $400 before she died, but she never indorsed or assigned the 


NOTE.—For other similar decisions see Banking Law Journal Digest and 
Supplement §132. 
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same to me. As a matter of fact the note had been in my possession 
during all the time that Mrs. Wherry owned the same and I was her 
agent, and held it as such. When Mrs. Wherry died I sent the note for 
$400 and the mortgage given to secure it to her relatives in the East; 
they sent it back to me.”’ 


We think the court was justified in inferring from this testimony that 
title to the note was regularly acquired by the plaintiff from Mrs. Wherry 
It was not necessary that there should have been a formal indorsement 
or assignment executed in writing. Daniel on Negotiable Instruments, 
vol. 1, § 28 (last paragraph); Ogden on Negotiable Instruments, p. 98; 
Humboldt M. Co. v. N. W. Pac. Ry. Co., 166 Cal. 181, 135 Pac. 503. 
Assuming, as we think was properly decided, that the plaintiff was the 
legal owner and holder of the first note, it will not be necessary to cite 
authority to such an elementary proposition that the surrender of that 
note, which had not been paid, furnished full consideration for the making 
of the obligation here sued upon. 

The judgment is affirmed. 


LIABILITY OF BANK ON NOTES SIGNED BY ITS 
OFFICERS INDIVIDUALLY FOR LOAN MADE 
TO BANK. 


Henderson v. National Bank of Tifton, Supreme Court of Georgia, May 16,1917. 92S.E.Rep. 525. 


Three individuals who were officers in the Bank of S. applied to 
the Bank of T. for a loan on notes signed by them as individuals, 
payable to the Bank of T., with the request that the proceeds of 
the loan be placed to the credit of the Bank of S. The loan was 
made on these terms, and notes as above stated were taken, and 
the money representing the proceeds thereof was placed to the 
credit of the Bank of S. Subsequently, the Bank of S. became 
insolvent, and its assets were administered through a receivership. 
The Bank of T. filed an intervention, claiming that the Bank of S. 
was liable Gn the notes given to it by its officers as individuals. 
Held, that the Bank of S. was not liable under these circumstances, 
and it was erroneous to refuse to dismiss the intervention. 

Error from Superior Court, Turner County; E. E. Cox, Judge. 

The National Bank of Tifton filed an intervention against J. W. 
Henderson, receiver of the Bank of Sycamore. Demurer to intervention 
overruled, and the receiver brings error. Reversed. 

The Bank of Sycamore became insolvent, and a receiver was appointed 
for the purpose of administering its assets for the benefit of its creditors 
in a court of equity. An order was passed allowing creditors to inter- 
vene. The National Bank of Tifton filed an intervention, to which a 
demurrer was interposed; and the bill of exceptions assigns error upon 
the judgment overruling the demurrer. The petition for intervention 
alleged facts as just indicated, and the following in substance: Prior 
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to the closing of the Bank of Sycamore, the petitioner was a correspond- 
ent, and it was customary for petitioner to discount negotiable papers 
for the Bank of Sycamore. The Bank of Sycamore also had an account 
in the bank of petitioner, upon which it was authorized to check or 
draw. Shortly before its closing, the Bank of Sycamore sent to peti- 
tioner two promissory notes for stated amounts, which were signed in- 
dividually by certain persons, one of whom was vice president, another 
cashier, and the other a director of the Bank of Sycamore; and both 
notes were made payable to petitioner. When the notes were so sent, 
the Bank of Sycamore “requested that the proceeds therefrom be placed 
to the credit of” the Bank of Sycamore, subject to check, as was the 
course of business theretofore followed between the two banks. At 
that time the cashier of the Bank of Sycamore explained to petitioner 
“that the money was being borrowed by and for the use of said Bank of 
Sycamore’’; and that he, the cashier, and other makers, naming them, 
had signed the notes as individuals for the reason that they did not 
care to show upon their statement an increase of bills payable at that 
time. The amount of said notes, less discount, was duly placed to the 
credit of the Bank of Sycamore, and the proceeds thereof duly paid out 
in checks drawn by either the cashier or assistant cashier (naming them), 
for the use and benefit of the said Bank of Sycamore. Upon the failure 
of the Bank of Sycamore, there was standing to its credit upon the books 
of petitioner a stated amount which petitioner “duly credited upon” 
one of the notes, leaving a stated balance due on both notes, “besides 
interest thereon from the date of maturity of said notes.” It was prayed 
that the petitioner have judgment for the amount of its debt, and that 
the judgment be paid from such funds as may come into the hands of 
the receiver. 

A. S. Bussey, of Ashburn, for plaintiff in error. Fulwood & Hargrett, 
of Tifton, for defendant in error. 

ATKINSON, J. It is contended in the brief of counsel for the defend- 
ant in error that the Bank of Sycamore procured the discount of the 
notes, and whether or not the cashier of that institution in procuring the 
discount acted as agent, or in so acting, was without authority or acted 
fraudulently, the bank, having received the proceeds of the discounted 
notes, should be held liable. In support of such contentions a number 
of authorities are cited, dealing with cases in which equitable rights 
were asserted, growing out of transactions where an alleged agent acted 
for an undisclosed principal, and other transactions where there was 
fraud or want of authority of an agent, and ratification by the alleged 
principal, on account of the acceptance of the fruits of the transaction. 
The case under consideration is different from anything stated, and the 
principles of the cases mentioned do not apply. By the allegations of 
the petition, the suit is expressly upon the notes, to recover the amount 
of principal with interest thereon from the date of the maturity of the 
notes, less the amount of the credit entered upon one of the notes. If 
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the claim had been for money had and received, it would have been 
upon the account with interest from the date on which the money was 
placed to the credit of the Bank of Sycamore. The cashier of the Bank 
of Sycamore did not pretend to act for an undisclosed principal, nor was 
it alleged that he deceived the National Bank of Tifton in any respect. 
On the contrary, it was alleged that he told the cashier of the latter bank 
that the money was wanted to be used for the Bank of Sycamore, and 
that it was desired to be borrowed on the strength of the notes which 
were signed by himself and two other individuals who were officers of 
the bank; and that the purpose in doing so was to prevent the bank’s 
statement from showing an increase of its bills payable. Upon these 
allegations relative to the notes, the cashier was acting as a principal 
rather than in a fiduciary capacity for the bank of which he was cashier. 
To hold otherwise would be to impute to the cashier of the Bank of Syca- 
more an intent to conceal the actual financial status of his bank, and 
violate the provisions of the Civil Code, §2288 et seq., in regard to the 
making and publishing of verified statements by state banks; and to the 
lending bank an attempt to aid the Bank of Sycamore in such unlawful 
design. The law will not indulge such imputation, but will look upon 
the transaction as an individual undertaking by the makers of the notes 
as they executed them. If it should be ruled that the transaction was 
one between the two banks and there was a collusive arrangement 
between them to enable the Bank of Sycamore to conceal its financial 
condition, it would be contrary to public policy, and the law would leave 
them where it found them. Clark on Contracts (3d Ed.) 348. A dif- 
ferent ruling is not required by the fact that, by instruction of the makers 
of the notes, the money went to the credit of the Bank of Sycamore. 
The money would belong to the makers of the notes who did the bor- 
rowing, and they could order it placed to the credit of the Bank of Syca- 
more if they desired. 

The case of Logan v. Bond, 13 Ga. 192, is in point on this question. 
That was a case in which a partner borrowed money upon his individual 
note, to be used in the business of the firm of which he was member, and 
on insolvency of the firm the lender of the money sought in equity to 
subject firm assets to the payment of the debt. It was held that the 
money, having been borrowed on the partner’s security only, did not 
become a partnership debt, although applied to partnership purposes. 

Under a proper construction of the petition for intervention under 
consideration, the makers of the notes were the debtors of the National 
Bank of Tifton, and that bank could not maintain an action upon the 
notes against the Bank of Sycamore. It follows that the petition did 
not allege a cause of action, and it was erroneous to overrule the general 
demurrer. 

Judgment reversed. All the Justices concur. 





Modern Banking and Trust Company Methods 
BY 
WILLIAM McCHESNEY MARTIN, A.B., LL.B. 


CHAPTER XVIII (Continued). 


THE TRUST DEPARTMENT. (Continued.) 


REGISTRAR OF STOCKS. 


As has been previously stated, when a corporation appoints a transfer 
agent of its stock, it wsually designates another bank or trust company 
located in the same city to act as registrar of its stock. 

The main duty of the registrar is properly to record all transfers of 
stock ownership and to see that the authorized amount of stock of the 
corporation is never over-issued. It must countersign each certificate 
of stock issued, signifying that the name of the person on the certificate 
is that of the owner of record and that the stock represented by the 
certificate is part of the authorized issue. The registrar also serves as 


a check against any error or irregularity on the part of the transfer 
agent. It is, therefore, apparent that a trust company should not at 
the same time act both as transfer agent and registrar for the same cor- 
poration. It is also obvious that a corporation cannot act as registrar 
of its own stock, though it may act as its own transfer agent. 


THE HISTORICAL REASON FOR APPOINTING REGISTRAR. 

It may be of interest here to mention the historical reason usually 
given for having a bank or trust company register stocks of corporations. 
In 1863 it was discovered that the president of one of our large railroads, 
who was also its transfer agent, had fraudulently over-issued the capital 
stock of the company, causing considerable ruin. In order to prevent 
such over-issues in the future, the New York Stock Exchange in 1869 
adopted the rule requiring all stocks listed upon that exchange to be 
registered by an agency distinct from the transfer agent and acceptable 
to the exchange. The value of this service has become so well recog- 
nized that the rules of most stock exchanges now require the appointment 
of such a registrar before the stock of a corporation may be listed. 


STOCK REGISTER. 
Unlike the transfer agent,-the registrar is not called upon to fur- 
nish lists of stockholders of the issuing corporation, and, conse- 
quently, it is not necessary for it to keep a stock ledger. It is only 
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necessary for the registrar to record the cancellation of surrendered cer- 
tificates and the issuance of new certificates and be able at all times to 
tell whether the proper amount of stock is outstanding. For this pur- 
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CERTIFICATES REGISTERED 


CERTIFICATES CANCELLED 


No. Shares 


Date of 
Cancellation 


Certificate 
No. 


Date of Registry | Date of Certificate; 


No. Shares 
(New York) 


pose, a book called the Stock Register is 
kept. The usual form of such a record is 
shown in the illustration herewith. 

The page here reproduced is from a 
bound book and is 14 inches wide and 17 
inches long. 

As in the case of transfer agents, it fre- 
quently occurs that a corporation will ap- 
point two or more registrars in different 
cities, and this record should also show 
whether the certificate cancelled was issued 
by the local transfer agent and registered 
by the local registrar or by those in 
another city. Thus, in the form herewith 
furnished, columns are provided to show 
whether the certificate cancelled was issued 
and registered in St. Louis or in New 
York. Of course, a registrar will not 
register any certificates except those issued 
by the local transfer agent. 


REGISTERING THE STOCK. 
CERTIFICATES. 


As previously stated, when a trust com- 
pany is appointed registrar, the issuing 
company furnishes it a statement as to its 
authorized and issued stock and a certified 
list of its stockholders, showing the number 
of the certificates held by each, the number 
of shares each certificate represents, etc. 
Each certificate is then recorded in the 
stock register under “Certificates Regis- 
tered,’ in their numerical order, as shown 
in the illustration. 

After all the certificates outstanding have 
been registered, new certificates should not 
be registered except on the cancellation of 
outstanding certificates for the same num- 
ber of shares. Whenever the transfer agent 
presents a new certificate to the registrar for 
registration, it should always be accom- 


panied by the certificate from which it 
was transferred. 
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As a rule, the registrar does not look into the legality or regularity of 
the transfers, as this is done by the transfer agent. However, some 
registrars regard the responsibility of the office to be such that they also 
inquire into the regularity and legality of each transfer before registering 
the new certificate. In either case, the registrar should always watch 
for any errors on the part of the transfer agent, and if any irregularities 
are apparent, the registrar should not register the new certificate until 
they have been rectified. 

Upon presentation of the new certificate and the surrendered certificate 
to the registrar, the two are compared and if no errors or irregularities 
are apparent, the new certificate is registered on the right-hand side of 
the stock register, as above mentioned, and the old certificate is recorded 
as being cancelled on the left-hand side. The record of the new certifi- 
cate should be entered opposite the entry of the old certificate, so as to 
show the source of each certificate. If two or more certificates are 
transferred to or from one certificate, it is a good plan to bracket the two 
or more certificates and to have the point of the bracket point to the 
one certificate, as shown in the illustration. This, of course, will neces- 
sitate leaving a line or more blank on one side of the page. 

These entries are usually made by a certain clerk called the Registry 
Clerk. However, it is a good plan to have the work checked over by 
another responsible clerk or officer and to have each initial the certifi- 
cates, as well as the entries in the stock register before the new certificate 


is signed by the proper officer. Some forms of stock register provide 
a special column for the insertion of the initials of the clerks handling 
each transaction. 


REGISTRAR’S CERTIFICATE. 

After the entries have been made, the certificates are then turned over 
to the proper officer, who signs the certificate of the registrar on the new 
certificate. This usually appears at one end of the face of the certifi- 
cate, and reads as follows: 


Registered this 
MopERN Trust Company, NEw York, 
Registrar. 


Trust Cfficer. 


Both the new and cancelled certificates are then returned to the trans- 
fer agent who attaches the old certificate to its stub and delivers the new 
certificate to the owner. 


GUARDING AGAINST OVER-ISSUES. 

The difference between the number of shares registered and the number 
of shares cancelled, as shown by the stock register, should always repre- 
sent the proper amount of stock of the corporation outstanding. In 
order to constantly see that the stock is not over-issued, it is a good plan 
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to bring this difference forward in pencil after each transaction and 
verify the amount. 

An excellent check on the number of shares outstanding is afforded by 
the use of the column headed “Date 
of Cancellation” on the stock regis- 
ter. Whenever a certificate is can- 
celled, the date on which cancelled 
is inserted in this column on the 
line where it was registered. Con- 
sequently, the total of all of the 
shares appearing on the lines that 
bear no date of cancellation should 
equal the number of shares out- 
standing. 

Of course, the registrar, before 
registering a new certificate, should 
always be careful to see that the 
number of shares it represents is 
equal to the number of shares 
shown by the surrendered certifi- 
cate. 

If these precautions are taken, 
there will be little chance for an 
over-issue. 


THE BLANK TELEPHONE COMPANY, 
THE MODERN TRUST COMPANY, ST. LOUIS, REGISTRAR 


CERTIFICATES ISSUED 


SEPARATE REGISTERS MAY BE 
KEPT FOR ACTIVE STOCKS. 
If the stock of a particular com- 

pany is unusually active, a separate 
register may be kept for it. Other- 
wise a single book may be kept, 
wherein the stocks of various com- 
panies can be recorded, allowing 
each such space as the registrar 
thinks it will require. An index of 
the pages on which each company’s 
stock is recorded should, of course, 

be provided in the front of such a 

book. 


John Smith 
Fred M. Jones 





LL 


347 
A4375 


8-11-17 
8-11-17 


NEW YORK CITY 


Record of Registration at St. Louis. 


ADVISING OTHER REGISTRARS 
OF TRANSFERS. 

When there are two or more 
registrars located in different cities, 
in order that each may be advised 
as to the registration and cancel- 


THE PROSPERITY TRUST COMPANY 
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lation of certificates made by the other, each should notify the other 
of any transfers made from day to day. The form generally used for 
this purpose is similar to the one used by the transfer agent, though 
there are some essential differences. For instance, a special column 
is provided on the right hand side of the registrar’s sheet to 
show the balance of the number of shares outstanding in each city, or 
registered by each registrar. The total of these columns should equal 
the number of shares of the corporation authorized and outstand- 
ing. Since it is the prime duty of the registrar to see that the stock 
is never over-issued, it is obvious that this column is quite important. 
The illustration on the opposite page shows such a form, prepared for 
use where there are registrars in St. Louis and New York for the same 
corporation. 

The sheet here reproduced is 10 inches wide and 14 inches long, and 
has holes punched in the left-hand side so it may be inserted in a 
loose-leaf binder. 

At the close of business each day, this sheet is written up, with 
carbon copies, showing all the transfers made during the day, and 
a copy is sent to each of the other registrars. The local registrar 
should also keep a copy, and these should be kept in a_ loose-leaf 
binder for ready reference. 

Where a corporation has different kinds of stock, such as first pre- 
ferred, second preferred and common stocks, these sheets may be made 
up in different colors, one for each kind of stock. The kind of stock 
each sheet covers should be printed on the sheet, after the name of the 
corporation. 

If there is no objection to using a loose-leaf book for recording the 
registrations of stock certificates, it is possible to use these sheets for 
such a record without the stock register. However, it is the safer plan 
also to use the bound stock register herein described. 

(To be continued.) 


STATE INSTITUTIONS ADMITTED TO FEDERAL RESERVE. 


During the month of August, 15 state institutions were admitted to 
membership in The Federal Reserve System as follows: Norwood Trust 
Co., of Norwood, Mass.; Iowa Loan & Trust Co., of Des Moines, Iowa; 
State Bank of Chicago, Chicago, Ill.; Hibernia Bank & Trust Co., of 
New Orleans, La.; Ottumwa Savings Bank of Ottumwa, Iowa; State 
Bank of Evanston, Ill.; Central State Bank, of Jackson, Mich.; Peoples 
Bank of Harrisonburg, Va.; Foreman Bros. Banking Co. of Chicago, 
Ill.; Fairview State Bank of Fairview, Kans.; Peoples Bank & Trust 
Company of Chase City, Va.; Merchants Bank of Winona, Minn.; 
American Trust Company of Boston, Mass.; Yellowstone Valley Bank 
& Trust Company of Sidney, Mont.; Peoples State Bank of Detroit, 
Mich. Seventy-seven State institutions are now members of the system. 





ACCEPTANCES, REDISCOUNTS, ETC., UNDER 
SECTION 13 OF THE FEDERAL RESERVE ACT. 


An Analysis of Section 13, as Construed by the Informal Rulings of the 
Board and the Opinions of the Board’s Counsel. 


By JOHN EDSON BRADY. 


Many of the most important provisions of the Federal Reserve Act 
are found in section 13. This section, among other things, describes 
the deposits which may be received by the Federal Reserve Banks, the 
paper which the Federal Reserve Banks may discount for member 
banks and the paper which member banks may accept. 

These provisions have been modified by the regulations of the Federal 
Reserve Board, duly adopted pursuant to the authority conferred upon 
the Board by the terms of the Act. And they have been construed and 
interpreted by numerous informal rulings of the Board and opinions of 
the Counsel to the Board. It is the purpose of this article to take up 
section 13, paragraph by paragraph, and to bring out the meaning of 
each provision by reference to the regulations and rulings of the Board 
and the opinions which have been rendered by Counsel. 

Deposits and Collections as Regulated by Paragraph 1 of Section 13. 
Paragraph 1 section 13 of the Federal Reserve Act describes the classes 
of deposits which may be received by Federal Reserve Banks and the 
sources from which they may be received. This paragraph also de- 
scribes the collection charges, which member or nonmember banks are 
permitted to make. Paragraph 1, as amended by the Act of June 21, 
1917, reads as follows: 

“Any Federal reserve bank may receive from any of its member banks, 
and from the United States, deposits of current funds in lawful money, 
national-bank notes, Federal reserve notes, or checks and drafts, payable 
upon presentation, and also, for collection, maturing notes and bills; 
or, solely for purposes of exchange or of collection, may receive from 
other Federal reserve banks deposits of current funds in lawful money, 
national-bank notes, or checks upon other Federal reserve banks, and 
checks and drafts, payable upon presentation within its district, and 
maturing notes and bills, payable within its district; or, solely for the 
purposes of exchange or collection, may receive from any nonmember 
bank or trust company deposits of current funds in lawful money, 
national-bank notes, Federal reserve notes, checks and drafts payable 
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upon presentation, or maturing notes and bills: Provided, such non- 
member bank or trust company maintains with the Federal reserve bank 
of its district a balance sufficient to offset the items in transit held for 
its account by the Federal reserve bank: Provided further, that nothing 
in this or any other section of this act shall be construed as prohibiting 
a member or nonmember bank from making reasonable charges, to be 
determined and regulated by the Federal Reserve Board, but in no case 
to exceed 10 cents per $100 or fraction thereof, based on the total of 
checks and drafts presented at any one time, for collection or payment 
of checks and drafts and remission therefore by exchange or otherwise; 
but no such charges shall be made against the Federal Reserve Bank.”’ 

Analysis of Paragraph 1 of Section 13. This paragraph provides that 
the Federal Reserve Banks may receive deposits from four different 
sources, namely from other Federal Reserve Banks, member banks, 
nonmember banks and the United States, and specifies the different 
kinds of deposits which may be received from each class of depositors. 
A clearer idea of the provisions of this paragraph, with respect to de- 


posits in the Federal Reserve Banks, may be gained from the following 
analysis: 


A Federal Reserve Bank may receive deposits: 
From member bank or from the United States: 
Current funds in lawful money, 
National bank notes, 
Federal reserve notes, 


Checks and drafts payable on presentation, 
For collection, maturing notes and bills. 


From other Federal Reserve Bank, for collection only: 
Current funds in lawful money, 
National bank notes, 
Checks on other Federal Reserve Banks, 
Checks and drafts payable on presentation within its district, 
Maturing notes and bills payable within its district. 


From nonmember bank or trust company, for exchange or collection 
only: ’ 

Current funds in lawful money, 

National bank notes, 

Federal reserve notes, 

Checks and drafts payable upon presentation, 

Maturing notes and bills, 

Provided: Such nonmember bank or trust company maintains 
with the Federal Reserve Bank of its district a balance sufficient 
to offset items in transit. 

Farm Loan Bank Deposits. The question has arisen whether the 
fundsjof'a Farm Loan Bank may be deposited in a Federal Reserve Bank. 
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This question has been answered in an informal ruling to the effect 
that Federal Reserve Banks are not authorized by the Federal Reserve 
Act to receive deposits, except from the United States Government and 
from member banks and that no authority is found in the Farm Loan 
Act authorizing Farm Loan Banks to make such deposits. Informal 
Ruling April 6, 1917. 3 F. R. B. 378. 

Deposits of Private Bankers. It has been held by the Counsel of the 
Federal Reserve Board that a Federal reserve bank has no authority 
to accept deposits from,or to extend clearing privileges to, a private 
banker. This holding is made in view of the fact that section I of the 
Federal Reserve Act defines the word “bank,” as used in the act, as 
including “state bank, banking association and trust company.” These 
terms are generally used in reference to incorporated institutions and 
they are not ordinarily used to indicate private bankers. It is clear, 
therefore, that Congress did not intend that Federal Reserve Banks 
should be authorized to receive the deposits of private bankers. Opinion 
of Counsel, July 30,1917. 3 F. R. B. 693. 

Acceptance of Deposits From Nonmembers Optional with Federal Re- 
serve Bank—Balance Requirements. With regard to deposits received 
fromn onmember banks, this paragraph of the statute provides that the 
nonmember bank must maintain with the Federal Reserve Bank of its 
district a balance sufficient to offset the items in transit held for its 
account by the Federal reserve bank. 

In this connection the following question has arisen: May the Federal 
Reserve Bank require the depositing bank to maintain a balance suf- 
ficient to cover checks drawn against the depositing bank and presented 
by the Federal Reserve Bank for payment, or does the statute contem- 
plate merely that the balance maintained should cover items received 
from the depositing bank and held by the Federa'l Reserve Bank for 
collection? 

The Counsel of the Federal Reserve Board has given an opinion to 
the effect that, in accepting any deposit authorized by this provision, a 
Federal Reserve Bank may properly require the depositing bank to 
maintain a balance sufficient to cover checks drawn against the de- 
positing bank as well as items received from that bank. 

The Counsel has also declared that the provisions of this paragraph, 
authorizing Federal Reserve Banks to receive deposits from nonmember 
banks, are permissive merely and not mandatory, and that the accep- 
tance of such deposits is entirely optional with the Federal Reserve Bank. 
Opinion of Counsel, July 10, 1917. 3 F. R. B. 617. 

When Federal Reserve Bank May Refuse to Accept National Bank 
Notes for Deposit. It has been ruled that a Federal Reserve Bank may 
properly refuse to accept for deposit national-bank notes, which are being 
offered to it for no other purpose than to force it to pay the expense of 
forwarding such notes to Washington for redemption, it being clear that 
such a practice amounted to an abuse of one of the privileges which 
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Federal reserve banks are authorized by the act to extend to member 
banks. Informal Ruling July 31, 1915. 1F. R. B. 306. 

Collection Charges. Paragraph 1 also specifies the collection charges 
which may be made by member banks or nonmember banks. The 
provision is to the effect that banks may make reasonable collection 
charges, to be determined by the Federal Reserve Board and not to 
exceed 10 cents per $100 or fraction thereof, based on the total of checks 
and drafts presented at any one time. This paragraph specificially 
provides that no such charges shall be made against the Federal Reserve 
Banks. 

In a letter written by Governor Harding, dated August 17, 1917, and 
published in the September, 1917, issue of the Federal Reserve Bulletin 
at page 659, he expresses the following opinion as to charges permissible 
under this paragraph: 

“(1) Member banks must remit to Federal Reserve Banks at par for 
checks and drafts drawn on them. 

“(2) Member banks may make a reasonable charge against other 
banks and against their depositors for any checks and drafts on banks 
received on deposit, the reasonableness of the charge to be determined 
by the Federal Reserve Board, and in no event to exceed one-tenth of 
1 per cent. 

“(3) There is a distinction between promissory notes, bills of exchange, 
and drafts drawn on individuals, firms and corporations other than banks, 
and checks and drafts drawn on banks; and counsel advises the Board 
that the act does not appear to place any limitations upon a charge that 
banks may impose for the collection and remittances of promissory 
notes, bills of exchange, and drafts drawn on individuals, firms and 
corporations other than banks.”’ 

Collection Charges Against Federal Reserve Bank on Notes and Bills. 
This section does not prohibit a member bank from charging a Federal 
Reserve Bank for services rendered in collecting bills and notes, which 
the Federal Reserve Bank sends to it for that purpose. That phrase, 
“but no such charges shall be made against the Federal Reserve Banks’’ 
is construed by the Board as being intended solely for the purpose of 
preserving the check clearing and collection system inaugurated by the 
various Federal Reserve Banks. It is held that there was no intention, 
either express or implied, to prohibit member banks or nonmember banks 
from making reasonable charges against Federal Reserve Banks for ser- 
vices rendered in collecting maturing notes and bills. Circular letter to 
Federal Reserve Banks, August 11, 1917. 3 F. R. B. 661, 662. 


(To be continued.) 








SCIENCE AND CREDIT 


BY ALEXANDER WALL 
Manager Credit Department, National Bank of Commerce, Detroit. 


(Continued. ) 


John Stuart Mill said in one of his economic writings—‘‘Although 
the productive funds of the country are not increased by credit, they are 
called into a more complete state of productive activity.” While it is the 
aim and duty of all credit men primarily to look after the ultimate safety 
of the funds in their charge, still there is one feature that is often left 
too little understood and which the thought conveyed in the words just 
quoted brings very clearly to the front. It is not enough that the ulti- 
mate safety be assured; the state of productive activity must be always 
maintained at a high degree of efficiency. This means that not only must 
it be possible to liquidate a statement at last, but the statement must be 
such that it can be liquidated rapidly, so that the funds invested shall 
not be tied up for any considerable time after the company in question 
ceases to be a productive unit in the manufacturing world. To keep the 
funds of any bank in a state of productive activity is the task of the 
bank credit men of the country and this means keeping the whole credit 
of the country liquid. 

In a previous article we analyzed at some length the current ratio, 
some of the economic laws that control its use and some tests to put 
upon it to distinguish its soundness and the consequent safety of the 
risk represented by the statement under consideration. We spent a little 
time with the merchandise inventory and arrived at a fairly accurate 
conclusion that the balance between raw material, semi-finished product 
and completely manufactured merchandise plays a prominent part in 
determining the character of the credit risk. This item of inventory is 
_ one of the two major items, in point of size or amount, in nearly every 
statement. The other is the item of accounts and bills receivable. These 
two are the ones that take time in liquidating as cash on hand and in 
bank is all the time fully liquid. While raw material, uncut and of a 
standard variety, may in many instances be thrown directly on the 
market for good value it is almost sure to be the case that it will be needed 
in the finishing process to make the unfinished merchandise ready for 
any kind of a liquidation at all. This makes the merchandise inventory 
have a tendency to be a little slow when compared to cash and receivables, 
if the receivables are good, a point which should be examined whenever 
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the credit man has a chance to make a direct examination. It has, 
therefore, become a practice by some bank credit men to demand not 
only a statement, in which all the current assets amount to 200% of 
the current liabilities, but at the same time to demand a statement in 
which the cash and receivables amount in total to the current liabilities. 
This is done in the way of precaution so that the statement may not 
only be expected to liquidate but to liquidate rapidly so as to release 
the bank’s funds at the earliest possible moment. This system allows for 
the merchandise inventory taking care of any shrinkage in the final value 
of the current assets and would appear to be a very conservative method 
to adopt, especially in the purchase of outside paper where the credit man 
has to rely more on an analysis of the figures given in the statement 
than on any personal knowledge of the risk involved or the character of 
the management. Where the personal management factor plays a more 
prominent part this system may well be used with a little latitude but it is 
still a good thing to make at all times a comparison of the percentage 
that the receivables and the merchandise items bear to each other. It 
often tends to show, if used from year to year, whether the amount of the 
receivables is too large or whether the merchandise inventory is perhaps 
showing a tendency to become unbalanced and out of proportion. It is 
another one of the ratio safeguards that can be thrown around the analy- 
sis of the figures and it takes only a moment to figure and transcribe 
to a permanent record that can easily be kept in a comparative way from 
year to year. Incidentally all records should in some way or other be 
comparative. 

Every manufacturer has sales terms and wherever it is at all possible 
these terms should be demanded by the credit man. Where they cannot 
be secured direct from the borrower, as is often the case in the commercial 
paper field, a customer statement of a similar kind of business may often 
throw light on the condition that should exist. It then becomes a matter 
of testing the statement to see if the manufacturer is strictly living up 
to his terms or whether he has a large line of slow accounts on his books. 
Of course any modern statement form will ask that the figures show only 
the good and collectible accounts. But the choosing of what is good and 
what is slow is a matter for the manufacturer himself, except in cases 
where a customer is accessible to the credit man or his representative. 
In this case of course the credit man forms a direct opinion as to the 
quickness of the receivables from personal observation. But lacking the 
ability of personal observation the credit man still has a possible method 
of checking up on the receivables. Let us suppose that the terms call for 
a sixty day payment. This means that the receivables represent the 
sales of one sixth of the year’s business. If then we take the sales and 
reduce their amount and that of the receivables to a ratio decimal we 
should get a percentage representing a six times turnover or 600%. But 
this is presupposing that all goods are immediately shipped, billed, 
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received and paid for absolutely as per schedule. It is probably fair to 
make some allowance for delays of one kind or another and so establish 
from actual observation a little lower ratio than this. It becomes then 
a matter of establishing ratios for different sales terms and testing, 
testing, testing each statement against itself from year to year and with 
other statements of the same kind that the credit man may have in his 
file. 

In the matter of receivables there is another condition that must be 
continually watched for and that is the forwarding of merchandise to 
some agent, affiliated company or otherwise against draft and bll of 
lading attached thereto. The actual disposition of the merchandise so 
handled is a matter for some direct questioning if the line is one in which 
there is any tendency toward this sort of financing. When caught witha 
gathering financial storm and an immoderately swelling merchandise 
account, it is a nice way to sell the merchandise and get accounts, with 
their increased current value of profits taken, to help make the well 
known current test come out alright in the bank testing room. Mer- 
chandise so sent out is in reality still merchandise and not receivables at 
least until the draft has been accepted. Too many credit men have 
found that this method has at times been resorted to by merchants hard 
pressed for liquid funds. It is a second cousin of that pernicious custom 
of hypothecating accounts receivable secretly. 

We have several times spoken of the merchandise inventory account 
and its relation to the current asset ratio. Just at the present time a 
condition faces the bank credit man that has very interesting and at the 
same time very difficult features. Every one who is in any degree a 
student of business knows that for the last several years we have been 
continually in a period of steadily rising prices. This means that the 
dollar and cents measure, of merchandise and sales, on an artificial basis 
as compared with the actual physical unit figured in tons, yards, 
bushels, etc. Debts, representing merchandise bought and a debt con- 
tracted, represent a certain sure amount measured in the standard 
measure of value and payable at a fixed rate. Merchandise, however, 
may sometime, when the liquidating period sets in, represent an asset 
that will be paid for at a less rate per physical unit than it or its 
component parts were bought for. While this is not primarily a part 
of a discussion of a system of analysis it is so timely a thing to consider 
that it may well be brought into the foreground a little. At a time 
when the apex is being reached, or when perhaps it has already been 
reached, large stocks of merchandise become a danger that is very real 
in considering a credit risk. This is part of the bigger study of business. 
conditions in general that is well a part of the statistics of the up to 
date credit department. 

While overstocking is specially dangerous at the apex of a rising price 
period it is at all times a thing to be carefully watched and guarded 
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against. It must be measured in some way and the one that is perhaps 
most susceptible of regular tabulation and comparison is that of reducing 
to a ratio the equation that exists between the sales and the merchandise 
account. Some go so far as to make a ratio between sales and each 
degree of merchandise—raw material, semi finished and completely 
finished. But inasmuch as the merchandise must normally be finished 
before sold it seems rather an unnecessary refinement to carry the matter 
to that length. If however the ratio of sales to merchandise is reduced 
each year to a decimal and kept as a matter of record we can tell at a 
glance whether the customer is loading up with more than the customary 
amount of merchandise for his volume of business. This ratio and the 
one already mentioned in connection with receivables make a very nice 
team to pull together. They give a bird’s eye view of the sales condition 
and the liquid condition of any company. 

While a price movement is of course shifted all along the line it is 
rarely the case that it will move along in an equal ratio or at an equal 
speed and so in this study of the ratio of sales to merchandise another 
element comes into the study that will make it necessary to consider this 
from another angle whenever that is possible. The amount of sales in 
some physical unit should be secured whenever that is possible, especially 
in the period of advancing prices that we have mentioned. For example 
the ratio of sales or the increase in sales shown from any year to another 
may, if expressed in dollars and cents, show what may seem to be a very 
healthy growth. But if this is reduced to tons, yards, or bushels it may 
tell a very different story. What may have looked like an increase in 
business may turn out to be a physical decrease which of course means 
that the manufacturer has taken a larger amount of money to handle the 
same actual number of units, and in doing so may well have assumed a 
much larger risk of loss without a compensating profit. If this latter be 
the case, of course it becomes obvious that the extra risk taken may well 
be considered a lowering of the risk from a bank credit standpoint. This 
kind of a condition comes under the rule of what amount of business any 
firm or corporation may do safely on the amount of money that it has 
invested without spreading it out too thin. It is not wise nor is it really 
permissible to take a chance of making more dollar profits, if to do so gets 
the concern on to thin ice and under too great a risk of failure. It is not 
the sphere of a bank to become a partner in any business and this is 
just what happens when any one gets to doing too great a business and 
piles up too large an inventory, so that it cannot be liquidated except 
by an extension or a failure. Increasing the business too rapidly has 
turned the head of many a good salesman who has imagined himself a 
great manufacturer. To sell in large quantities may seem very grand but 
to load up with too great a stock, especially when that stock because of its 
very bulk gets to be ill assorted and unbalanced, has been the ghost that 
has often walked at the table of the mourning creditors. 
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This perhaps human tendency to seek volume under the mistaken idea 
that volume alone will lower the overhead and make everything lovely 
for the salesman manager is a very real danger and its discussion will 
crop up again when we consider sales, investment and plant. 

(To be continued.) 


HOLDER OF NOTE FOR COLLECTION. 


Dean v. Game, California District Court of Appeals, May 21, 1917, 166 Pac. Rep. 590. 


One who takes a note for collection from a person, who became 
a holder in good faith, for value, before maturity, obtains the same 
title and right of action as his transferor. 

Action by W. E. Dean against M. S. Game. From a judgment for 
defendant, plaintiff appeals. Reversed. 

Per CurIAM. Respondent in this action executed his negotiable 
promissory note for the sum of $530.31, payable to the order of one 
D. J. Gregor ten days after its date, which said note was indorsed by 
one P. T. Brunsing, and was thereafter and before ma‘urity indorsed 
and transferred by the payee thereof to one John F. Smith, who paid to 
said Gregor the sum of $500. The real transaction between the original 
parties to the note was this: It was agreed between Game, Gregor, 
and Brunsing that Game was to execute and Brunsing indorse 
said note to Gregor, who was to negotiate the same with Smith, 
who was to pay Gregor the sum of $500 therefor, which sum 
was to be divided among the original parties to the trans- 
action. Smith had no knowledge of said dealings between the parties 
thereto, and took and held said note until after its maturity as a holder 
in good faith for value and without notice of any equities between the 
original parties thereto. After maturity Smith transferred said note 
to the plaintiff and appellant herein for collection. Upon the trial of 
the cause the respondent, Game, as a defense to said action pleaded the 
original transaction between the parties, and further averred that 
Gregor had paid to him no portion of the money which he had received 
from Smith, and that therefore as to him the note was without consider- 
ation. The trial court gave judgment for the respondent, Game, 
holding that the plaintiff, as the transferee of the note simply for col- 
lection, was not a holder thereof for value. 

In so doing we think the trial court was in error. It is conceded that 
Smith became the holder of the note in good faith and for value before 
its maturity, and that, had this action been brought by him, the re- 
spondent’s defenses would not have been available to him. This being 
so, we are satisfied that the plaintiff, taking the note simply for col- 
lection, stands in the shoes of Smith, and has as good title and right of 
action as Smith himself had. 

Judgment reversed. 





INQUIRIES AnD CORRESPONDENCE 


' 


This department places at your service able legal talent 
asd experts on banking and financial matters. Inquiries 
from our subscribers are answered free. Name and ad- 
dress is published unless otherwise requested. 


CONDUCTED BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


CAUTION. 


In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transec- 
tion out of which the question arises. , 


ACCOMMODATION SIGNATURE OBTAINED AFTER 
DELIVERY OF NOTE. 


Missour!, Sept. 13, 1917. 
Editor, Banking Law Journal, 

Dear Srr:—As one of your subscribers, would thank you for you opinion on 
the following: 

“Jones gives the bank a note of $100.; at a subsequent date the eashier becomes 
uneasy as to the security and an uncle of the maker drops in the bank and the 
cashier explains the situation to him and he signs the note also. Has the original 
maker any defense by reason of adding the other signature at this tim2; can 
collection be made from the subsequent signer, or is the note invalid?”’ 

Thanking you for the courtesy of a reply, I am, 

Very truly yours, CASHIER. 

Answer: The questions here presented are whether a person, who 
signs a promissory note for accommodation after its delivery to the 
payee, is liable thereon, and whether the obtaining of such an accommo- 
dation indorsement without the knowledge and consent of the maker 
constitutes a material alteration and operates to discharge the maker 
from liability. 

In the first place it would seem that the party signing for accommoda- 
tion under these circumstances could not be held liable. An essential 
element of accommodation paper is that it must be signed by the accom- 
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modating party for the purpose of obtaining credit for the accommodated 
party. In other words the credit is extended to the maker of the note in 
consideration of the indorser’s act in placing his signature thereon. In 
the case here presented the credit had already been given at the time 
when the accommodation indorsement was obtained. And the rule is 
that when one becomes an accommodation indorser after delivery, there 
must be a new consideration. It has been held that, even when there is a 
new consideration, the accommodation indorser will not be bound unless 
he has knowledge of it. Pratt v. Hedden, 121 Mass. 116. In this case it 
appeared that the holder of a note agreed to extend it on the obtaining 
by the accommodated party of another accommodation indorser, and 
it was held in a suit against the new indorser that he was not liable on 
the note for the reason that his indorsement, having been made after the 
note had once been delivered, required proof of a distinct consideration 
to support it, and that the agreement between the holder and the accom- 
modated party for an extension of time was not a sufficient consideration 
for his promise because it was not proved to have been made known to 
him. 

The above inquiry does not state whether the relative of the maker who 
signed the note in question signed as maker or indorser. In the statement 
above the assumption is made that he signed as indorser. However, if 
he signed as maker, the same reasoning would seem to be applicable and 
the new party to the instrument would not be liable. 

The second question is as to whether the new signature constitutes a 
material alteration and as such releases the original maker. It is held 
that the addition of the signature of another person as maker on a 
promissory note is a material alteration and avoids the instrument. 
A decision to this effect is Farmers’ Bank v. Myers, 50 Mo. App. 157. 
There is a conflict as to the question whether the addition of the signature 
of a surety on a promissory note releases the maker. Among the authori- 
ties that hold that the addition of the name of a surety to a promissory 
note is not regarded as to such an alteration as will discharge the maker, 
is the case of Burnham v. Gosnell, 47 Mo. App. 637. In Mersman v. 
Werges, 112 U.S. 139, 5S. Ct. 65, 28 U.S. (L. ed) 641, Mr. Justice Gray, 
in delivering the opinion of the court, says: “The addition of a new 
person as a principal maker of.a promissory note, rendering all the 
promissors apparently jointly and equally liable, not only to the holder, 
but also as between themselves, and so far tending to lessen the ultimate 
liability of the original maker or makers, has been held in the courts of 
some of the states to be a material alteration. However that may be 
yet where the signature added, although in form that of a joint promissor, 
is in fact that of a surety or guarantor only, the original maker is, as be- 
tween himself and the surety, exclusively liable for the whole amount, 
and his ultimate liability to pay that amount is neither increased nor 
diminished; and, according to the general current of the American 
authorities, the addition of the name of a surety, whether before or 
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after the first negotiation of the note, is not such an alteration as dis- 
charges the maker.” 

We find no decision which covers this point in a case where the signa- 
ture of an accommodation indorser is obtained after delivery. However, 
the rule laid down in the decision cited above, involving a surety, is 
apparently applicable to the case of an accommodation indorser. 


CHECK PAID ON FORGED SIGNATURE. 


ArIzona, August 28, 1917. 
Editor, Banking Law Journal, 

DEAR S1r:—Will you note the enclosed copy of check drawn on the Bank of J, 
paid by our C Branch and by them endorsed to our J Branch, which in turn col- 
lected the amount of the Bank of J through the daily clearings. 

This was paid by the Bank of J July 12, 1917. 

On August 18th, the Bank of J presents same and asks for reimbursement on 
the ground that the signature is a forgery, quoting paragraphs 4210-4211 Revised 
Statutes of Arizona, 1913, Title 36, ‘‘Negotiable Instruments,’’ as authority for 
their demand. We cannot see that these cover the case at all. 

Yours very truly, VICE-PRESIDENT. 


Answer :—The general rule is to the effect that, where a drawee bank 
pays acheck,on which the drawer’s signature is forged, the drawee may not 
recover the money back from the party who received it in good faith. 

The first of the statutory provisions referred to in the above inquiry 
recites the warranties of a person who negotiates an instrument by de- 
livery ot qualified indorsement. The second provision sets forth the 
warranties of a general indorser. Briefly stated, the general indorser 
warrants that the instrument is genuine, that he has good title to it, 
that all prior parties had capacity to contract and that the instrument, 
at the time of the indorsement, was valid and subsisting. In addition 
to this he engages to pay the instrument, if it is dishonored upon due 
presentment and the proper steps are taken to charge him as indorser. 
It has been held in a number of cases, which have arisen under the 
Negotiable Instruments Law, that the indorser of a check does not 
warrant the genuineness of the drawers signature to the drawee and that, 
where such an instrument is paid on a forged signature, the drawee can 
not recover. It follows, therefore, that under the circumstances re- 
cited, the drawee is not entitled to demand a refund of the amount 
paid, provided, of course, there are no circumstances indicating negli- 
gence on the part of the collecting bank or putting it upon notice as to 
the genuineness of the signature. 


—_———— a —_—_— 
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THE RAND McNALLY DIRECTORY FOR JULY 1917. 


The July edition of the Rand McNally Directory has been sent out to sub- 
scribers. As usual this publication makes its appearance promptly on time, 
with all of the changes down to July Ist. 

All of its old features combined with some that are new, make this book in- 
dispensible to banks, mercantile houses and attorneys. Besides the vast amount 
of practical information contained in each volume it is the official numbering agent 
of the American Bankers Association. In fact no other book that comes to our 
desk contains as much valuable and practical matter as the Rand McNally book. 

It is issued twice a year, January and July. For sale by the Rand McNally 
Co. Chicago. 


ELLIOTT C. McDOUGAL DISCUSSES NEW LIBERTY LOAN. 


At a Joint Meeting of Groups I and II of the New York State Bankers’ Associa- 
tion, held at Manitou Beach on September 8th, Mr. Elliott C. McDougal, Presi- 
dent of the Bank of Buffalo, offered some timely suggestions with reference to the 
new issue of Liberty Bonds. Mr. McDougal said: 

‘“‘Whatever rate of interest or other conditions may accompany the new issue 
of Liberty Bonds, whatever may-be our opinion as to the wisdom of such condi- 
tions, I am sure that we bankers will do our best to help our Government to sell 
the bonds. It is unnecessary for me to make any suggestions as to rates and con- 
ditions. The Secretary of the Treasury knows that he can have, for the asking, 
the advice and assistance of the very best bond houses and bankers in this country. 

“T shall make only two suggestions out of the many which occur to me. 

‘“‘First:—Whatever may be the terms, conditions and requirements, they should 
be clearly outlined in advance; if possible one month, and, in any event, at least 
two weeks before the opening of subscriptions. Many think, with regard to the 
first issue of Liberty Bonds, that details could easily have been fixed and announced 
in advance. As the first issue was an experiment, there is room for honest dif- 
ference of opinion on this point. With the experience of that campaign to guide 
the Treasury Department, with the best expert advice in this country at its service 
for the asking, there should be no difficulty in naming, well in advance, exact 
terms, conditions and regulations. When these are named, they should be scru- 
pulously adhered to. This would enable the bankers of this country to give to 
the public authoritative information and to answer questions intelligently. In 
the first Liberty Loan campaign, this was impossible. Not only were bankers 
without instructions on many points, but, when they applied to the Federal 
Reserve Bank for authoritative rulings so that they could answer the questions 
asked by the public, they could not get replies that were either prompt or clear. 
Even admitting that this was excusable in the first attempt, it would be entirely 
inexcusable now. 

“‘Second:—I suggest that every available agency be employed in the endeavor 
to reach the public. The most important Government agency for this purpose is 
its staff of postmasters. Many who would not buy bonds from a bank might buy 
them from a postmaster. The average postmaster is no busier than the average 
banker; in many cases he is not nearly so busy.” 

By way of supplementing his remarks before the Group Meeting, Mr. McDougal 
has made the following observations, which are well worth the attention of all 
interested in making the new loan a genuine success. 

“‘While perhaps unavoidable, it is most unfortunate that the actual Liberty 
Loan Bonds, which were sold to the public in June, are not yet ready for delivery. 
Had those who have paid for their bonds received them, had the actual Liberty 
Bonds been seen and handled by the public, they would have become a familiar 
thing and the placing of the new Loan would have been much easier. Besides, a 





THE NATIONAL BANKS AND THE LIBERTY LOAN 667 


great many of the public are dissatisfied because they cannot get delivery of the 
bonds which they have bought. It is sincerely to be hoped that the first issue of 
bonds will be delivered to the public before the second issue is offered for subscrip- 
tion, otherwise if a banker goes to his customers to offer Liberty Bonds, he may 
be met with the question,—“ Where are the bonds which I bought last June?” 

“It would be most desirable to delay the new offering until the Secretary of the 
Treasury is able to say exactly when the new bonds will be ready for delivery— 
say at the time of the closing of the subscription or on some definite date very soon 
after. It is to be hoped that the short term certificates of indebtedness authorized 
will be sufficient to finance the Treasury Department in the meantime.”’ 


THE NATIONAL BANKS AND THE LIBERTY LOAN. 


The Comptroller of the Currency has sent out the following announcement 
showing the very important part which was played by the National Banks of 
the United States in placing the Two-Billion Dollar Liberty Loan of June, 1917. 

Of the 3,035 million dollars of subscriptions which were sent in at the time of 
the placing of the two billion dollar Liberty Loan, 1,700 million dollars, or 56%, 
were made by or through the NATIONAL BANnkKs of the country. 

Of the two billion dollars of bonds allotted to subscribers, 1,088 million dollars, 
or 54%, were made to those whose subscriptions were made through NATIONAL 
BANKS. 


A noteworthy feature of the subscriptions was that 582 million dollars of these 
subscriptions were sent in through the Country Banks, exceeding by two millions 
the total subscriptions sent in through National Banks in the Central Reserve 
Cities and by 43 million dollars the subscriptions received through all National 
Banks in other Reserve Cities. 

Of the 1,088 million dollars of bonds allotted on subscriptions made through 


National Banks, 465 million dollars were allotted to subscribers whose subscrip- 
tions were received through the Country Banks; to subscribers whose subscrip- 
tions were received through the National Banks in Central Reserve Cities of 
New York, Chicago and St. Louis, the allotment was only 270 million dollars; to 
subscribers who sent their subscriptions through National Banks in other Reserve 
Cities, the amount allotted was 353 million dollars. 

The total amount of Liberty Bonds subscribed for by the National Banks of 
the country for investment for their own account was 338 million dollars. Of 
this amount the Country Banks subscribed for 149 million dollars, the National 
Banks in Central Reserve Cities 100 million dollars, and the National Banks in 
other Reserve Cities 89 million dollars. 

The proportion of subscriptions made for themselves and others by ALL the 
National Banks of the United States to their total Resources was 10.59%. The 
proportion of subscriptions sent in for themselves and others by the Central Re- 
serve City banks to their total Resources was 13%; Other Reserve Cities 11.75% 
and Country Banks 8.2%. 

The proportion of bonds allotted to all National Banks on their own account to 
their total Resources was one and one-eighth per cent. 

The proportion af Liberty Bonds allotted to the National Banks in Central 
Reserve Cities on their own account was 7/10 of one per cent. of total Resources; 
in other Reserve Cities nine-tenths of one per cent; and for Country Banks the 
percentage of bonds allotted for their own account to their total Resources was one 
and a half per cent. 

The proportion of Liberty Bonds still held by the National Banks of the country 
on their own account on July 23, 1917, about one month after the allotments were 
made, was very small. 

The amount thus held by Att National Banks was only 88 million dollars 
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of which 64 millions were held by the Country Banks, 7 millions by the 
National Banks in Central Reserve Cities, and 17 millions by the National Banks 
in other Reserve Cities. 


TRUST COMPANY LAW. 


The Clark, Boardman Company of 6 Church Street, New York City is distri- 
buting ‘‘Trust Company Law” a 600 page treatise on this branch of the law by 
John H. Sears of the New York Bar. Mr. Sears will be remembered by attorneys 
and trust company men as the author of Trust Estates as Business Companies and 
Corporations in Missouri. Trust Company Law is Mr. Sear’s latest book and is in 
the form of a durable bound volume which exhaustively covers all branches of 
the law pertaining to trust companies. The following are a few of the subjects 
which are given particular attention in this book; trust companies as agents, 
guardians, receivers, assignees, underwriters,-executors, administrators, trustees, 
etc.; trust companies as trustees for charities; trustees for bond issues; car or equip- 
ment trusts; transfer agents and registrars; safe deposit department; conveyancing 
and title insurance; external or foreign business and trust company officers. 

In an appendix are given the texts of various state statutes applicable to trust 
companies as well as forms of trust company charters, trust company by-laws, etc. 
The appendix also contains a fund of valuable information concerning trust mort- 
gages, community trusts, stock transfers and various trust company departments. 
The price of the book is $6.00. 


NATIONAL CITY COMPANY. 


The National City Company, of New York, in its investment securities circular 
for September, makes a number of attractive bond offerings, among which are the 
following: 

Philippine Government registered 4% Gold Bonds, due December 1, 1946, 
optional December 1, 1926, interest quarterly beginning March 1. Price: Par 
and interest to net 4%. 

State of California, 444% Gold Highway Bonds, due July 3, 1931-1936, interest 
January 3 and July 3. Prices to yield 4.35%. 

City of New York 444% Gold Corporate Stock, due July 1, 1967, interest 
payable January 1 and July 1. Price to yield about 4.42%. 

Chicago, Milwaukee and St. Paul Railway Company, twenty-five year 4% 
(now mortgage) gold bonds of 1909, due July 1, 1934, interest January 1 and July 1. 
Price 80 and interest, to yield about 5.90%. 

American Public Service Company, first lien of 6% gold bonds, due December 1, 
1942, interest June 1 and December 1 in New York. Price 974% and interest, to 
yield 6.20%. 

Electric Auto-Lite Corporation, two year series ‘‘B’’ 6% secured gold notes, due 
August 15, 1919, interest February 15 and August 15. Price 98 and interest, to 
yield about 7%. 

The offerings are made, of course, subject to prior sale or change in price. 


NATIONAL BANK OF COMMERCE RUSSIAN COMMISSION. 


Cable dispatches from Stockholm quoting R. G. Hutchins, Jr., Vice-President 
of the National Bank of Commerce in New York, in an optimistic statement re- 
garding Russia’s future, were followed by the announcement at the bank recently 
that Mr. Hutchins would return to New York on an early steamer having accom- 
plished the purpose for which he went to Russia. 

H. P. Barrand, Assistant Cashier in the Foreign Department will remain in 
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Stockholm with other members of the party from the National Bank of Commerce 
until the situation in Russia clarifies. 

The Mission from this Bank has been on an extended tour which included Japan, 
Russia and Scandinavian countries. They left New York May 31st, 1917. 

It was said at the Bank today that Mr. Hutchins and his party were expected 
to report a bright outlook for the future of American business and financial rela- 


tions with Russia. 
— 


BOND HOLDINGS OF NATIONAL BANKS. 


On September 12, the Comptroller of the Currency issued the following statement 
with regard to government, municipal and industrial bonds held by National 
Banks: 

“The June, 1917, statement of condition of all National Banks shows the follow- 
ing changes in the amounts of United States Bonds, Domestic Securities, and 
Foreign Bonds held by the banks on June 20, 1917, as compared with their holdings 
of similar securities June 30, 1916. 

“The amount of UniTep States Bonps and CERTIFICATES of INDEBTEDNESS 
held June 20, 1917, was 905 million dollars, an increase of 174 millions over June 30, 
1916. 

“FOREIGN GOVERNMENT Bonps held June 20, 1917, amounted to 284 million 
dollars, an increase of 167 million dollars during the year. 

“OTHER FOREIGN Bonps held June 20, 1917, aggregated 68 millions, an increase 
of 28 million dollars over June 30, 1916. 

“RAILROAD Bonps held by the NATIONAL BANKS were practically stationary 
during the year, at 467 million dollars. 

“The bonds of other Public Service Corporations increased from 274 millions 
June 30, 1916, to 295 millions June 20, 1917. 

“StaTE, County and other MunicipAL Bonps held June 20, 1917, were 315 
millions, an increase during the year of 37 million dollars. 

“The holdings of other bonds were 362 millions June 20, 1917, an increase during 
the year of 60 million dollars.” 

The total amount of Bonps and Stocks and other SECURITIES held June 20, 1917, 
was reported at 2787 million dollars, an increase of 489 million dollars, or 21% 
during the year. 


PRACTICAL BANKING. 


Mr. O. Howard Wolfe, of the Philadelphia National Bank, is the author of a 
convenient manual of 270 pages on ‘Practical Banking,” just published. The 
purpose of the book is to set forth in a clear and practical manner the internal 
operations of a bank. It explains the underlying principles of banking and of the 
every-day transactions that are common to the various kinds of banks. 

In the study of practical banking the method should be from the bottom up— 
not from the top down. The simple operations should be understood first, and 
this is the plan adopted here. However, the book does not stop with the details. 
Mr. Wolfe, while having succeeded admirably in producing a book adapted for 
practical guidance in banking routine, has gone further. He has supplied the 
scientific basis without which a volume of this character would degenerate into a 
mere book of forms that would soon become obsolete. 

The scope of the treatment is very comprehensive. The minutiae of every 
department of the modern banking institution are analyzed; their broad relationship 
to the bank as an entirety is pointed out, and furthermore the broader relationship 
of the bank to the community at large. 

Mr. Wolfe has had a varied experience; as a detail man he is amply capable of 
discussing practical procedure; as a banking executive he can speak authoritatively 
on the relations between detail and general banking principles; as former Assistant 
Educational Director of the American Bankers’ Institute he has proved his value 
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asan educator. The book is published by the LaSalle Extension University, of 
Chicago, as part of the material of their new course in banking. 


RECENT IOWA LEGISLATION. 


Bulletin 196 of the Iowa Bankers Association, dated September Ist, reprints 
from its issue of April 27th a number of important recently enacted laws affecting 
banking. ; 

One of the most important of these is the so-called Fraudulent Check Bill, 
which reads as follows. 

“Any person who shall make, draw, deliver, utter or give any check, draft or 
written order upon any bank, person or corporation and who secured money, credit 
or thing of value therefor and who knowingly shall not have an arrangement, 
understanding or funds with such bank, person or corporation sufficient to meet 
or pay the same, shall be guilty of a misdeameanor and upon conviction thereof 
shall be punished by a fine of not to exceed one hundred dollars ($100) or by im- 
prisonment in the county jail not to exceed thirty (30) days, and the fact that pay- 
ment of said check, draft or written order when presented in the usual course of 
business shall be refused by the bank, person or corporation upon which it is drawn 
or that it be protested for nonpayment for lack of such arrangement, understanding 
or funds with which to meet the same shal! be material and competent evidence 
of such lack of arrangement, understanding or lack of funds. Payment upon 
demand by the drawee or within three days by the drawer shall prevent further 
prosecution under this section.”’ 

Another act, amendatory of section 1867 of the Code of 1897, reduces the legal 
cash reserves carried in the vaults of state and savings banks from 25% to 15% 
of the total legal reserve required of these institutions, permitting them to carry 
85% of their total legal reserve with correspondents. 

The capitalization of new banks is changed by inserting in section 1843, sup- 
plement to the code, 1913, the following: ‘‘The paid-up capital of any savings 
bank shall not be less than ten thousand dollars ($10,000.00) in towns or villages 
having a population of one thousand (1,000) or less, nor less than fifteen thousand 
dollars ($15,000.00) in towns having a population of more than one thousand 
(1,000) and less than two thousand (2,000), nor less than twenty-five thousand 
dollars ($25,000.00) in cities of more than two thousand (2,000) and less than ten 
thousand dollars (10,000) population, nor less than fifty thousand dollars 
($50,000.00) in cities having a greater population.”’ 

The reducing of the capital stock of banking institutions is effected by the fol- 
lowing act: ‘‘No corporation organized under the banking laws of the state of 
Iowa shall withdraw, or permit to be withdrawn, either in the form of dividends or 
otherwise, any part of its capital stock, except as hereinafter provided. If losses 
have at any time been sustained, equal to or exceeding undivided profits on hand, 
no dividends shall be made; and no dividends shall be made by any association 
formed under the banking laws of the state to an amount greater than the net 
profits on hand, less the losses and bad debts. Providing, however, that the capital 
stock may be reduced by the affirmative vote of the stockholders holding two- 
thirds of the shares of the capital stock, at a meeting of the stockholders to be 
called for this purpose in the manner and after the publication of notice as required 
in case of the increase of the capital stock. But no reduction shall be to any amount 
less than the capital required to authorize the confirmation of such association, 
and there shall be no reduction of capital or cancellation of stock, until said re- 
duction or cancellation shall first be approved by the Superintendent of Banks.”’ 

Section 1845 of the code has been amended by striking out the clause which 
limits a savings bank to nine directors. As the law now stands there is no limita- 
tion upon the number of persons who may serve as directors on a savings bank 


board. 





The Forty-Third Annual Convention of the 


American Bankers Association. 
Atlantic City, September 24th to 29th. 


The forty-third annual convention of the American Bankers Associa- 
tion, will assemble for the second time in its history, in the Queen City 
of all health and pleasure resorts of the world. 

Atlantic City is a city of which all true Americans should justly feel 
proud. It is the world’s premier pleasure and health resort. It may be 
rivaled for a limited season by a few resorts in the Old World, but for all 
the year round it has no equal. It might be said that it is a city devoted 
to health and pleasure and its equipment for both is commensurate with 
its intent. It has more and larger hotels, which for comfort, luxury and 
elegance, are not surpassed in the civilized world. Combined with these 
luxurious hostelries, are the health restoring features, such as magnificent 
sun parlors, hot and cold salt water baths, artesian drinking water, from 
wells 840 feet deep and many other such modern equipments. 

In addition to these modern palaces of luxury, Atlantic City is a City 
of hotels and cottages, adapted to every purse, many of which are sub- 
stantially built structures for winter as well as summer service. Many of 
the cottages may be rented fully furnished. 

Atlantic City may be truthfully called ‘““The City Beautiful’ or the 
“Playground of the World,”’ and its location and climate have no equal 
on earth everything considered. It is situated on the coast of New 
Jersey, sixty miles south of Philadelphia, on an island ten miles in length 
and less than a mile in width, extending nearly due east and west, 
separated from the mainland by seven miles of salt bays and meadows, 
facing the south. 

ITS CLIMATE. 


‘“‘A mere comparison of average temperatures suggests the substantial 
difference between the Summer temperature in Atlantic City and that 
which prevails in the great centers of population. Water on every side 
and continuous ocean breezes make impossible the extremes common 
elsewhere. In confirmation of this, data from the United States 
Weather Bureau show that during the last forty-one years Atlantic 
City has had an average of ONLY Two Days in each year on which the 
temperature ran 90 degrees, while there were 31 such days in St. Louis, 
25 in Cincinnati, 21 in Washington, 18 in Pittsburgh and 13 in Philadel- 
phia. The same is also true as to the Winter temperature.” 

It is one of the few municipalities governed by Commissioners. 
Its public buildings, churches, etc., are handsome and modern, as 
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are its schools and clubs. Its paid fire department is one of the best in 
the world. Its train and trolley service contributes much to the 
pleasure, comfort and safety of the visitor. 


THE BOARDWALK. 


The most distinctive feature of Atlantic City is the “Boardwalk.” 
The name is symbolical with that of Atlantic City, so familiar is it in all 
parts of the country. The Boardwalk runs eight miles along the beach; 
in some places it is sixty feet in width and from ten to fifteen feet above 
thestrand. It is brilliantly lighted every night in the year. The piers, 
rolling chairs and shops are striking features along the Boardwalk. 

Bathing, yachting and fishing are also features of especial interest. 
The bathing beach is the most perfect in the world. Often times in 
midsummer fifty thousand bathers are seen in the surf at one time. Its 
yachting and fishing are in every particular worthy of mention, as are the 
golfing and aviation facilities. 


The Convention Programme. 


This year’s convention of the American Bankers’ Association comes 
at a time when the country is passing through the most momentous 
and stirring periods in all its thrilling history. The country faces at 
this time many difficult and serious questions of policy, among which 
complicated problems of finance rank prominently. No organized body 
of men is better equipped, or more favorably qualified, to deal with these 
problems than is the American Bankers’ Association. And let it be men- 
tioned that, upon the manner in which these difficulties are met with and 
disposed of may depend, in a large extent, the time when it will be pos- 
sible to bring the world war now raging to a successful termination; upon 
the proper disposition of these questions may depend the future welfare 
and happiness of this nation. 

And the managers of the convention are fully aware to the opportunity 
that came within their grasp—the opportunity to more strongly weld 
together an already unified nation by bringing together from all corners 
of the land men of affairs and placing before them, as speakers, men who 
represent in the highest degree the ideals for which the United States 
and her Allies stand. This opportunity they have seized and made use 
of with admirable skill. 

Routine matters of the convention will be disposed of with the great- 
est possible celerity, to the end that the efforts of the assembled bankers 
may be directed toward those matters which involve not only the interests 
of the bankers themselves, but the interests of every citizen. 

The first session of the general convention will be held at the New 
Nixon Theatre on Thursday morning of the 27th. The convention will 
be called to order promptly at 9:30 by the president, P. W. Goebel. 
After the invocation, addresses of welcome will be delivered by Hon. 
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Walter E. Edge, Governor of the State of New Jersey and Hon. Harry 
Bacharach, Mayor of Atlantic City. The response to these addresses, 
in behalf of the association, and the annual address will be given by the 
President of the association, P. W. Goebel. 

It is particularly fitting that the place of prominence on the great 
programme, that has been arranged, should be given to Lord North- 
cliffe, Head of the British War Mission to the United States, the man 
who represents his country on this side of the Atlantic and an Englishman 
who stands close to the heart of every American. He will address the 
convention at the New Nixon Theatre on the afternoon of Thursday, 
September 27th. On the same day the convention will listen to Dr. 
Nicholas Murray Butler, President of Columbia University of New 
York City. Dr. Butler’s renown as an educator has extended throughout 
the civilized world, not merely because he is the head of America’s great- 
est institution of learning, but because he is known as one who is identi- 
fied with every question concerning the political and economic welfare- 
of the nation. At this session at 11 a. m. Hon. Wm. G. McAdoo, Secre- 
tary of the Treasury will speak before the convention. Following Mr. 
McAdoo’s address this assembly will hear George M. Reynolds, President 
of the Continental and Commercial National Bank of Chicago, Illinois. 

On the following day, Friday, September 28th, at the same place, 
in the morning, Hon. Carl Vrooman, Assistant Secretary of Agriculture, 
Washington, D. C., will speak. He is known as one of the most thorough 
and best equipped agricultural experts which the country has produced. 
Later, on the same morning, the convention will be addressed by Hon. 
Benjamin Strong, Jr., Governor of the Federai Reserve Bank of New 
York. As head of the largest of the twelve Federal Reserve Banks, Mr. 
Strong occupies a position of particular prominence in banking affairs. 
By reason of his thorough training in his field and his known ability as a 
speaker he is ably qualified to place before his hearers matters that will 
command their closest interest. 

It can truly be said that the Forty-third Annual Convention of the 
American Bankers’ Association will be the most important in its char- 
acter and far-reaching in its effects that the Association has ever held. 

Owing to the natural facilities for entertainment and diversion at 
Atlantic City, the association has been able to concentrate its attention 
upon the more serious portion of the programme and yet provide a series 
of recreation features, which will compare favorably with anything the 
association has offered at any of its previous conventions. And this 
means that, so far as entertainment goes, the bankers and their guests 
will be well looked after. On Monday afternoon a yachting party at the 
Inlet has been arranged for, and on the evening of the same day there 
will be a reception by the New Jersey Bankers Association, which will 
include dancing and light refreshments. The reception will be held on 
the Steel Pier. The line of march of the rolling chair party, which has 
been set for 4:30 p. m. on Tuesday, will cover a portion of the boardwalk 
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and the Steel Pier. The divertisement planned for Tuesday evening 
is surf bathing by flood light which will take place at the Virginia Avenue 
Baths. Wednesday afternoon at 5 o’clock those who attend the conven- 
tion will have the pleasure of witnessing a drill by the life-guards, which 
undoubtedly, is one of the largest and most efficient organizations of its 
kind in the world. The scene of action will be transferred to the Steel 
Pier again on Wednesday evening, where a cakewalk followed by dancing 
will be the mode of entertainment. The far famed Steeplechase Pier, 
aptly termed the Fun-Factory, will open its hospitable doors to the 
bankers on Thursday evening. No particular plan of entertainment has 
been outlined for Friday evening, and it will be “‘go as you please” for 
everybody. 


Why the American Bankers Association Should 
Make Atlantic City, Its Permanent 
Convention Headquarters. 


The growth of the American Bankers Association to a member- 
ship of now over 17,000, and the fact that it is still growing, 
will make all future conventions, if they are continued to be 
held in the same manner as the present and all past meet- 
ings, unwieldy and render it almost impossible for any city in the 
United States, other than Atlantic City, to provide accommodations for 
the members and delegates, to say nothing of visitors who desire to 
attend. In cities like New York and Chicago where the great hotels are 
located, the normal patronage of today fills every hotel almost to capacity 
each business day. Naturally if these hotels are to be called upon to 
accommodate a thousand or more guests for a week, they are going to 
advance their price. Furthermore, in each city where the convention is to 
be held, the local banks feel it incumbent to provide entertainment for the 
delegates and guests and with the increasing number the tax upon these 
local institutions will involve an outlay far in excess of any benefit that 
may be reaped. 

In view of these facts and in view of the equipment of Atlantic City, 
in respect to hotel accommodations, the Executive Council of the Ameri- 
can Bankers Association might do well to ponder over making Atlantic 
City its permanent Convention Headquarters. 

It might take its first step in this direction by authorizing the holding 
of the Spring Meeting of that body in Atlantic City. 

We offer these suggestions to the Council, not as advice in any sense 
of the word, but because we believe them worthy of consideration. 
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Marlborough-Blenheim, Convention Headquarters. 
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Bathing Scene on the Beach, Atlantic 
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Bathing near Steel Pier, Atlantic City 








CHARLES A. HINSCH 
Vice President American Bankers Association 
President Fifth-Third National Bank, Cincinnati 
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ALBERT H. WIGGIN ELECTED CHAIRMAN OF CHASE 
NATIONAL BOARD—E. V. R. THAYER ELECTED PRESIDENT. 


At a meeting of the board of directors of the Chase National Bank of New York 
City held on Thursday, September 13th, Albert H. Wiggin was elected chairman 
of the board succeeding in that position, A. Barton Hepburn who has resigned. 


ALBERT H. WIGGIN . 
Chairman of the Board, Chase National Bank, New York, N. Y. 


At the same meeting Eugene V. R. Thayer, of Boston was elected president to 
succeed Mr. Wiggin. The new changes thus brought about will become effective 
January 1, 1918. Mr. Hepburn will continue to act as one of the directors of the 
bank and will become chairman of an advisory board which will be composed of 
Chairman Wiggin, President Thayer, Vice-Presidents Samuel H. Miller, Edward R. 
Tinker, Gerhard M. Dahl, Carl J. Schmidlap and Cashier Alfred C. Andrews. 

Mr. Wiggin has been associated with the Chase National since 1904, at which 





CORN EXCHANGE BANK 681 


time he left the National Park Bank to become vice-president of the Chase. He was 
elected president in 1911, at which time Mr. Hepburn gave up the presidency to 
become chairman of the board. 

Mr. Hepburn’s connection with the Chase National dates back to 1899, when 
he entered the bank as vice-president having previously held the offices of superin- 
tendent of banks of the State of New York and Comptroller of the Currency. He 
became president of the bank in 1904 and served in that capacity for seven years. 

Mr. Thayer has long been prominent in banking affairs of Boston and is looked 
upon as one of the ablest bankers in the country. At the present time he is presi- 
dent of the Merchants National Bank of Boston. Mr. Thayer is also to act as 
director and vice-president of the Chase Securities Corporation. 


CORN EXCHANGE BANK. 


One may look far without finding a more fitting example of steady and continued 
increase in business than is shown by the Corn Exchange Bank of New York City. 
The Corn Exchange is a thoroughly progressive banking institution and its progres- 
siveness is continually being manifested. An excellent demonstration of this en- 
viable characteristic was given when this bank a short time ago affiliated itself and 
its vast resources with the Federal Reserve System. The Corn Exchange is one 
of those fortunate institutions, which, each year, is able to look backward with 
prde, upon a period of substantial and healthy development. The history of the 
Corn Exchange, the story of how it has planted its branches in every section of 
Greater New York and extended its banking facilities to corporations and individ- 
uals of every class and finally built itself into one of the country’s strongest and 
most renowned institutions, is as romantic and inspiring an achievement as is to be 
found in all banking history. 

An examination of its latest statement, showing its financial condition at the 
close of business on September 8th, discloses that its deposits have increased by 
some $8,000,000 since the report of September 21, 1916. In this last report the 
bank shows that it has total resources aggregating $142,199,158. Other items 
contained in this report are as follows: Stock and bond investments, $9,362,140; 
private securities, $19,323,640; real estate, $3,681,320; loans, discounts and bills 
purchased, $71,580,428; due from banks, $22,074,782; specie, $4,076,768; = s 
national bank and Federal Reserve notes, $1,680,085; exchanges, $6,996,582; 
customers’ liability on acceptances, $2,217,241; capital, $3,500,000; surplus and 
profits, $7,077,526. 


CONVENTION OF AMERICAN INSTITUTE OF BANKING. 


The Fifteenth Annual Convention of The American Institue of Banking was 
held at the Hotel LaSalle, Chicago, September 12th, 1917. The Convention was 
presided over by President E. G. McWilliam of the Guaranty Trust Company of 
New York. 

Owing to war conditions the Convention was limited to a single business session 
of one day. At the opening of the Convention the entire body rose in tribute to 
the members who are enlisted in the service of our Country. 

The following officers were elected: President, R. S. Hecht, Vice-President 
Hibernia Bank and Trust Company, New Orleans, La.; Vice-President, J. C. 
Thompson, Auditor Northwestern National Bank, Minneapolis, Minn. Members 
of Executive Council for three years, Clarence A. Rathbone, Boston, Mass.; 
Wilfred A. Roper, Richmond, Va., Joseph A. Seaborg, New York City, N. Y., 
and Frank J. Maurice, Detroit, Mich. 
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BANK OF BUFFALO IN ITS NEW HOME. 


Monday morning September 17th, the Bank of Buffalo opened for business in 
its new home at Main and North Division Streets. 

The new building was designed and constructed in such a way that in the future 
it can be reconstructed into an office building. As it is now, it is only three stories 
in height and the bank occupies the second and third floors. The main banking 
room is on the second floor and the directors room, lunch room, and bookkeepers 


and clerks are on the top or third floor, all having excellent light and easily acces- 
sible quarters. 


While the new building is simple in its design, it is modern and up-to-date in 


New Home of the Bank of Buffalo 


every particular. The decorations of the banking rooms while plain are all finished 
in a soft grey color which have a pleasing effect on the eye. 

The building was designed by McKim, Meade and White of New York and 
erected by the John W. Cowper Company, contractors of Buffalo. 

The basement is occupied by safety deposit vaults which are of the latest and 
most modern design. 

The Bank of Buffalo was organized in 1873, the year the great panic swept the 
country. It was a success from the beginning and has continued to grow steadily 
ever since it was established. It has a capital of $1,000,000 and surplus of 
$1,000,000 and its total resources are more than $27,000,000. 

Its officers are: Eliiott C. McDougal, president; Laurence D. Rumsey, Vice- 
president; Robert K. Root, vice-president, John L. Daniels, cashier; Ralph Croy 
assistant to the President, Louis C. Olden, assistant cashier, Charles D. Appleby, 
assistant cashier. 
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CHARTERED 1799 


Bank of the Manhattan Company 
40 Wall Street, New York 


Capital . $2,050 000.00 
Surplus -  4,500,000.00 


Officers 


STEPHEN BAKER ; ‘ : President 
HENRY K. McHARG, Vice-President D.H. PIERSON .. .. . Cashier 
JAMES McNEIL . .. Asst. Cashier B. D. FORSTER .. .. Asst.Cashier 
CHAS. D. BAKER. .. Asst. Cashier W. F. MOORE ..... . Asst. Cashier 
M. W. TICHENOR, Asst. Cashier. 


Directors 


HENRY K. McHARG WILLIAM SLOANE 
Vice-President President, W. & J. Sloane, Carpets 


STEPHEN BAKER SAMUEL SLOAN 
President Vice-President, The Farmers’ Loan 


& Trust Co. 
FREDERICK G. BOURNE 
Singer Manufacturing Co. B. H. BORDEN 
M. C. D. Borden & Sons, Commis- 
R. W. PATERSON sion Merchants 


Paterson, Boardman & Knapp WALTER JENNINGS 
Importers President National Fuel Gas Co. 
WILLIAM S. TOD CHAS. H. TENNEY 
Banker Merchant 


JAMES SPEYER CHAS. D. DICKEY 
Speyer & Co., Bankers Brown Bros. & Co. 


Foreign Exchange. Commercial Letters of Credit. 


Accounts Solicited. 


M0000 
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REGULATIONS COVERING EXPORTA- 
TION OF GOLD. The Federal Reserve 
Bank of New York announced on September 
11 the following regulations, having to do 
with the exportation of gold, enacted pursuant 
to the President’s gold export embargo proc- 
lamation: 

“1. Any individual, firm or corporation 
desiring to export from the United States or 
any of its territorial possessions to any foreign 
country named in the proclamation dated 
September 7, 1917, any coin, bullion or 
currency, shall first file an application in 
triplicate with the Federal reserve bank of 
the district in which such individual, firm or 
corporation is located, such application to 
state under oath and in detail the nature of 
the transaction, the amount involved, the 
parties directly and indirectly interested, and 
such other information as may be of assist- 
ance to the proper authorities in determining 
whether the exportation for which a license is 
desired will be compatible with the public 
interest. 

“*2. Each Federal reserve bank shall keep 
a record copy of each application filed with it 
under the provisions of this regulation and 
shall forward the original application and a 
duplicate to the Federal Reserve Board at 
Washington, together with such information 
or suggestions as it may believe proper in the 
circumstances, and shall in addition make a 
formal recommendation as to whether or not 
in its opinion the exportation should be 
permitted. 

“*3. The Federal Reserve Board, subject to 
the approval of the Secretary of the Treasury, 
is hereby authorized and empowered upon 
receipt of such application and the recom- 
mendation of the Federal Reserve Bank to 
make such ruling as it may deem proper in 
the circumstances and if, in its opinion, the 
exportation in question be compatible with 
the public interest, to permit said exportation 
to be made; otherwise to refuse it.”’ 

The application blank referred to calls for 
the following information: 1. Description of 
shipment (i.e., gold coin, silver bullion, etc.); 
2. value; 3, date and place of shipment; 4, 
destination; 5, proposed route; 6, consignor; 
7, consignee; 8, name and address of person, 
firm, or corporation or government for whose 
account shipment has been ordered; 9, name 
and address of person, firm or corporation or 
government to whose account shipment will 
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be charged; 10 names and addresses of all 
other persons interested in the transaction, 
directly or indirectly; 11, nature of trans- 
action which resulted in the order for ship- 
ment; 12, if shipment is made for applicant’s 
own account, state whether the purpose is to 
furnish customers with exchange, names and 
addresses to be given and 13, additional 
information indicating that the exportation 
‘“‘will be compatible with the public interest.” 

The application must be sworn to before a 
notary. 


CALIFORNIA’S NEW “BLUE SKY” LAW 
enacted by the 1917 legislature and known 
as the Corporate Securities Act, became effec- 
tive on July 27th. By way of comparing the 
present law with the one which it supersedes 
the following announcement appeared in the 
local newspapers on July 26th. 

“The present law, which applies only to the 
original issue of shares or other securities in 
California, has been frequently evaded. Wild- 
cat companies have been organized in other 
States, and, for some real or atmospherical 
consideration, usually the latter, issued all 
their shares to the promoters, who then 
brought them into this State for resale as 
their personal property, thus evading the 
supervision of the State Corporation Depart- 
ment, and usually defrauding the purchaser. 

“Under the new act, drafted by Commis- 
sioner of Corporations H. L. Carnahan, and 
passed by the last Legislature, every person or 
company engaged in the sale of securities in 
California, whether they were originally 
issued here or elsewhere, must secure a certif- 
icate authorizing him or it to act as a broker. 
The requirement that a broker must bear a 
good business reputation, and the provision 
that a broker's license may be revoked if it 
appears that he has engaged or is about to 
engage in a fraudulent transaction, makes it 
possible for the Commissioner to exercise a 
degree of supervision over all securities sold in 
the State. The law further provides that 
copies of all advertising matter relating to the 
sales of securities issued or published by brok- 
ers shall be filed with the Commissioner. The 
circulation or publication of such matters, 
after the Commissioner has notified the 
broker or company that it is false or mislead- 
ing or otherwise likely to deceive the reader 
is prohibited.” 


FAS 


¢ 








6 
ZUMA 


we 
or 


* 


ASA 


ais 


Sethi) ¢dived BP aaoeg 


pat seat te isiaee 
xKntt faa: ti 
Wipe atiece PO detente 


sh} pratt au 
i ‘iti 





Head Office 
Corn Exchange Bank 
New York 








The Corn Exchange Bank 
New York 

HIS Bank is the Pioneer in Branch 

Banking in New York City. The 


first of our Thirty-Eight Branches 
was opened March 20, 1899. Our policy in 





Banking is based on our sense of responsibility 
to our depositors and stockholders, acting prac- 
tically as their Trustees. 


Capital, Surplus and Profits, $10,577,526.00 
Total Resources, $142,199,158.00 


WILLIAM A. NASH, WALTER E. FREW, 
Chairman of the Board President 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to the New 
York Clearing House for the week ending September 9, 1916 and September 8, 1917,respectively 
together with a computation of the proportionate increase or decrease of deposits for the year. 

Loans and Loans and Legal Net Legal Net Deposits 
Discounts Discounts Deposits Deposits Per cent 


BANK 


Members of Federal 
Reserve Bank. 
Bank of N. Y. B. A..... 
Merchants National... .. 
Mechanics & Metals Nat. 

National City 
Chemical National...... 


Atlantic National 

Nat. Butchers & Drovers 
American Exchange Nat. 
Nat. Bank of Commerce.. 
Chatham & Phenix Nat... 


Hanover National.. 
Citizens National... 
Market & Fulton Nat.. 
Corn Exchange Bank.. 
Importers’& Traders Nat. 
National Park 


East River National... .. 
Second National 

First National 

Irving National 

N. Y. County National... 


Chase National......... 
Lincoln National........ 
Garfield National 

Fifth National 

Seaboard National...... 


Liberty National 

Coal & Iron National.... 

Union Exchange Nat.... 

Nassau Nat. Bank Bklyn 

Broadway Trust Co 
State Banks not 

Members of Federal 

Reserve Bank. 


Bank of the ManhattanCo. 


Bank of America 
ne 
a SE 
People’s 


Metropolitan.. 

Bowery.. deel 
German ‘American. 

Fifth Avenue 


German Exchange 
Germania.. 

Bank of the Metropolis. . 
West Side Bank 

N. Y. Produce Exchange. 
State Bank 


Average 
1916 


$33,651,000 
29,416,000 
117,744,000 
401,904,000 
36,363,000 


12,059,000 
2,805,000 
87,450,000 
224,738,000 
60,405,000 


114,989,000 
27,348,000 
10,175,000 
87,298,000 
32,990,000 

137,013,000 


2,432,000 
17,670,000 
169,503,000 
69,911,000 
10,282,000 


190,985,000 
18,533,000 
9,618,000 
5,354,000 
38,424,000 


52,932,000 


20,531,000 


43,055,000 
30,409,000 
11,256,000 
6,744,000 
2,606,000 


16,276,000 
4,044,000 
6,197,000 

17,015,000 


5,042,000 
6,085,000 
13,981,000 
4,468,000 
14,601,000 
22,962,000 


Average 
1917 


$40,338, 
23,222,000 

136,245, 

499,451,000 
53,524,000 


14,362,000 
2,435,000 
96,081,000 
297,180, 
64,635,000 


133,346,000 


68,000 


257,948,000 
17,281,000 
10,263,000 





6,791,000 


43,273,000 


72,633,000 
10,667,000 


18,871, 
22,531, 


0 ae eee $2,257,605,0001$2,749,906, 


Average 
1916 


$31,418,000 
28,338,000 
133,262,000 
433,144,000 
30,537,000 


13,118,000 


64, 626, 000 


127,859,000 
26,098,000 
9,682,000 
97,088,000 
29,712,000 
141,699,000 


2,343,000 
14,813,000 
165,479,000 
78,540,000 
10,372,000 


213,842,000 
18,989,000 
9,054,000 
5,304,000 
43,830,000 


59,127,000 
9,279,000 
10,548,000 
9,307,000 
22;284,000 


48,677,000 
29,122,000 
11,906,000 
6,450,000 
2,589,000 


15,100,000 
3,645,000 
6,063,000 

18,286,000 


4,561,000 
6,31 1,000 
13,077,000 
4,517,000 
15,770,000 
25,630,000 


2,371,023,000 |$2,647,927,000 


Average 
1917 


of 
Inc. Dec. 


$37,792,000 


264,537,000 
135,572,000 


108,759,000/12. |.... 
28,296,000) - - - . 
147,334,000 


44,679,000 
14,866,000 


1,873,000) - . - -| 9.6 


89,729,000) . 
67,835,000 


29,028,000) 1: 
10,007,000 





259,743,000|21 . 4). . 
18,049,000) - - - - 


46,773,000] 6. 


66,044,000/11. 
11,059,000)19. 





10,305,000|....| 2.3 


10,647,000) 14. 
26,223,000|17 .6 


46,217,000) - - - . 

31,832,000} 9.: 

13,157,000/10. 
9,687,000/50. 
3,008,000) 16. 


18,220,000)20. 
3,786,000} 3. 
6,215,000} 2. 





17,682,000] ....| 3.3 


4,905,000} 7. 


20,344,000 29. 


25,281,000) . 


1.7 
1.3 





